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THE CONCEPT OF INCOME, AS RECURRENT, CONSUMABLE 
RECEIPTS’ 


Economists have found income difficult to define. Professor Irving 
Fisher in his book on The Nature of Capital and Income, published as 
late as 1906, characterizes economic opinion regarding the nature of 
income as “deplorably confused and conflicting.” Professor Seligman, 
writing in 1911, said: “The problem of defining income is one 
that almost baffles the student.” Still more recently, 1921, the staff 
of the National Bureau of Economic Research said, with reference to 
income statistics, that “fone of the most serious difficulties in working 
with these data is the difficulty of definition,” and supported that state- 
ment by propounding a long series of unanswered riddles concerning 
income.” 

Yet, so far as my observation goes, most other people think they 
know what income is. Many, to be sure, acknowledge difficulty in 
correlating their ideas of income with the requirements of an income- 
tax return. This difficulty may be attributed to the peculiarities in 
the statutory definition of taxable income, to the whimsicalities of a 
bureaucracy, or, possibly, to a natural reluctance to pay any tax. 
For the tears which a tax incites dim the vision. But the man on the 
street, until pressed to define income or sharply catechized as to whether 
this or that item is income or not, is more or less amused at the sug- 
gestion that he may not know what his income is. The testimony of a 
vast preponderance of witnesses would, I imagine, be that income is a 
very definite concept, of which it should be possible to frame an accept- 
able definition. 

Income is certainly one of the most fundamental concepts in the 
science of economics and to clarify its definition, be it to ever so small 
an extent, is worth while in itself. But in choosing this subject for 
this occasion I have had another purpose in mind. That purpose was 
to illustrate the desirability of a more intensive study than has hereto- 

*Presidential address delivered at the Thirty-sixth Annual Meeting of the Ameri- 
can Economic Association, held in Washington, December 27, 1923. 


*The Income Taz, p. 19. 
‘Income in the United States, vol. i, pp. 3 and 4, 


A 
+ 
68 
4 ; 69 
on 
167 
78 
80 
82 
162 
‘164 
84 
86. 
7 
“4 


9 C. Plehn [ March 
fave 1 f the time element in economics. I 
f the essential characteristics of 
I shall endeavor to exemplify by an 
concept of income a principle of 
which may prove to be of wide 
‘or lack of a better term, I have 
ve} In view of the recent revival of 
“pure theory” I need make no 
saaiad ical character of this law. It is 
aia law which we have accepted and 
yur work. 
P : nted out that human wants are 
erve those wants must be recur 
lo t ill the processes of production, to- 
9 nded upon them are also periodic 
li istifiable even for rhetorical pur- 
poses, en unmindful of this law of recur- 
; f 4 But I believe that something, and 
, will be gained by focusing attention 
t ipon the element of time. 
lo guard very probable misunderstanding it 
may ve certain phases of time that I do 
hinking of time in that sense in 
hide ik ares f Ephesus as the basis of his phi- 
a | ve merely of an eternal flux or 
chang N ogress in time or secular change 
whic sO nd the distinction so frequently 
drawn betw lynamic laws or conditions of eco- 
nomic lif \ nges, and may mark the progress or 
I conceive to be even more important 
to the eco is life very largely in anticipation 
of that s ills time. Thus fully aware that 
he will gro casions he strives to introduce a 
similat n of food. In the making of such 
provision he ng the recurrence of appetite but 
is controlled the seasons, and by the all important 
fact it al of force or of effort, whether on 
the p uires time. 
I have sa e already made important studies 
hased upon ¢ ry (and justification) of interest 
as it is ord ; based on the distinction between 


present and f factions. This explanation has been 


at 
W 
W 
W 
h 
| 
| 
| 
| 
1 } 
| 
| 


cs of 
an 
le of 
wide 
have 
al of 
e no 
It is 
and 


are 
cur 
» to- 


iodic 


pur- 

and 
ition 


ig it 
I do 
se in 
phi- 
or 
ange 
ntly 
eco- 
S$ or 
tant 
tion 
that 
ce a 
such 
but 
tant 
r on 


dies 
rest 
yeen 
een 


1924 | Income as Recurrent, Consumable Receipts 3 


accepted as a distinct advance upon that one of the older notions 


which held that interest was “the reward of abstinence.” Much that 
was dark and mysterious in credit disappeared when Knies and Sher- 
wood pointed out that credit is the medium by which we relate the 
future to the present. These two are examples of metaphysical studies 
based on time. Another example is afforded by the recent investiga- 
tions of cycles in economic processes which aim by empirical methods 
to discover, in the midst of the bewildering flux and change of time, 
some of the periodic recurrences which underly economic processes. 
These studies of cycles have been important not only for the fact that 
they seem to justify the claim of economics to be a true or forecasting 
science, but because they have given a new impulse to the study of 
theory and to great improvements in our methods of research. An 
exhaustive enumeration of other instances of the advantages of time 
studies is not necessary, but mention may be made of the studies of 
long and short periods of supply, of the velocity of the circulation of 
money, of Moore’s and preceding studies of meteorological cycles, of 
the statistical studies of the movement of population in the sense of its 
increase or diminution, and of the common distinction between time and 
place values. Enough has been said, perhaps, to indicate that still 
further studies, whether they be metaphysical or empirical, along the 
same general lines may possibly be fruitful. 

Before passing to the concept of income which I have selected as my 
principal illustration I wish to suggest two other fields in which there 
may be the possibility of a profitable use of the idea of a law of recur 
rence. In certain parts of economic theory, notably the theory of 
value, the principle of diminishing or marginal utility has been found 
very helpful. It will, I believe, be found even more so if supplemented 
by the principle of anticipated recurrence. The principle of diminish- 
ing utility is stated by Professor Alfred Marshall as follows: 

There is an endless variety of wants, but there is a limit to each separate 
want. This familiar and fundamental tendency of human nature may be 
stated in the law of satiable wants or of diminishing utility thus:—The total 
utility of a thing to anyone (that is, the total pleasure or other benefit it 
yields him) increases with every increase in his stock of it, but not as fast 
as his stock increases. If his stock of it increases at a uniform rate the 
benefit derived from it increases at a diminishing rate. In other words, the 
additional benefit which a person derives from a given increase of his stock 
of a thing, diminishes with every increase in the stock that he already has." 

The satiety here predicated is related to or considered as arising 
at a given moment or period of time. It rests on what Marshall calls 
“the famous fiction of the ‘Stationary State’.”” Consequently the mar- 
ginal utility of a unit of the stock a person has is referable only to th 


"Principles of Economics, eighth edition, p. 93. 
"Ibid., p. 366. 
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cost per mile traveled. If, after you pass that point, you continue to 
speed up and as you approach the final limit of speed you enter a 
region in which you must expend more horsepower per mile run, or in 
other words you get a diminishing return. The curves which engineers 
set up to display the horsepower delivered by engines at different rates 
of speed and which now begin to appear in the advertising pages of 
periodicals, rise, up to given rate of speed, and then fall. 

This is quite parallel to the results obtained in the cultivation of 
land. Such is the pressure of our recurring need for food that we 
cannot disregard time. We cannot wait for the accumulation of two, 
three or more harvests. How much we can get in one season is the all- 
important consideration, and ordinarily we operate land at high speed 
considering the state of the existing arts of cultivation. This we do 
not so often do with mechanical appliances, for thanks to the excess 
of power which many of them develop and to the ease of duplicating 
them, we have less need to drive them at top speed, or to work them 
to the limit of their capacity. It is also true that any worker who 
is required or attempts to work at a speed beyond that at which his 
physical powers operate at their greatest efficiency gives or receives a 
diminishing return upon the effort put forth. 

The relation of this to income may now be set forth, somewhat in the 
form of a thesis. Income is essentially wealth available for recurrent 
consumption, recurrently (or periodically) received. Its three essen- 
tial characteristics are: receipt, recurrence, and expendability. It is 
wealth looked at primarily from the point of view of time. Income is 
distinguished from capital in that capital is thought of as possessed, 
not as being received; capital is regarded as continuing or enduring 
and not as recurring; as wearing out, but not as recurrently consumed 
or used to live on; and as something to be maintained in as enduring 
a form as possible. Capital is wealth looked at primarily as standing 
in space. 

What constitutes “receiving income” and what is the criterion of 
“spendability” are two very interesting matters which I may not stop 
to discuss, save very briefly, if I am to make clear in the short time 
at my disposal the significance of time or recurrence as a characteristic 
of income. So too I am forced to omit any consideration of the way 
in which capital may emerge out of income by saving, or the manner in 
which capital goods may under certain circumstances be included in 
income. 

That recurrence, more often expressed as regularity, is an essential 
feature of income has been pointed out by many writers. But most of 
them express it by saying that income is a “flow of wealth,” a metaphor 
which involves serious logical difficulties and overstresses the idea of 
regularity or continuity. As I use it here, recurrence does not neces- 
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Still more difficult and confusing are the interrelations of different 
incomes in the complex organization of our modern society. Out of 
the cup of coffee which you had for breakfast fall a multitude of drops, 
each tiny in itself, contributing from your earnings to the income of 
literally thousands of others. One other illustration is all that I have 
time for in this connection. There was once a hard working carpenter 
who had always earned good wages, but who grew old, fell sick and 
eventually passed to a well-earned rest. His income stopped when he 
fell sick. But at once there descended upon him a horde of doctors, 
dentists, X-ray photographers, nurses, druggists, hospital keepers, 
ambulance drivers, and perhaps lawyers, money lenders, and pawn 
brokers and finally the priest and undertaker. Now all of these, cer 
tainly collectively, and possibly some singly, made more income in a 
short time out of the poor carpenter’s misfortunes than he had earned 
in many a year. Moreover the rent went on, the water company, the 
gas and electric company, the coal dealer, the butcher, the grocer, th 
plumber and many others continued their profitable ministrations until 
he got safely away into another world. 

Out of the numerable interrelationships which these illustrations 
suggest and which arise in large part from the complexities of modern 
economic organization, come many difficulties in any study of in 
come. Out of these difficulties a way has frequently been sought by 
attempting to define income as the social dividend or the net products 
of industry or in some similar impersonal way. It is easy to say that 
income should be thought of as consisting of the useful things pro 
duced, or even of the enjoyment to be had from using them. While 
this gets away from the confusion due to money, from double counting 

nd from other difficulties arising from the interrelations of private 
incomes, it creates in turn a number of new difficulties. For the term 
income is most commonly used to designate my income, your income 
and his or her income; in short, private incomes. We can, of course, 
say with propriety that the public revenues from taxation and other 
sources are society’s income when society is thus personified. But we 
are changing the ordinary connotation of the term when we speak of 
any kind of summation of your income, my income and his or her in 
come as national or social income, for it still remains mine and yours 
and his or hers and not society’s at all. Income is a purely relative 
term. The things which constitute your or my income are not income 
at all, when considered as severed from the relationship to you or to me 
which the term income implies. When for technical purposes we thus 
take the word out of its traditional field we may of course give it such 
a technical meaning as will best serve our purpose. But it is, in any 
case, a technical or artificial meaning and good to the extent that it 
serves a purpose. Thus Professor Fisher’s definition is admirable if 


of 
to 
is 
ry 
nd 
ch 
id 
it. 
it 
Is | 
t 
\ 
r 
t 
e 
r 
} 


Plehn | Mar 


iv. to all that contributes to 
other ways. But, as | 
at all serviceable as the basis 
1 by the National Bureau 
that it differs radically from 
ss admirably designed for thi 
on National Income,” a purpos 
or Fisher’s definition. It is 


hat the present discussion is 


ts and accountants too, have not 


income on which all can readily 


yn is to be found in the income 
ted. For each such tax is either 
t has | id to be fitted into sone 
been id ju ted to its environment. 


and differences in the in 
countries would, one 
n the things included in tax 
cently made an examination 
laws of the world for the express 
dincome. He found that: “In 


it the present time, a definition 


taxable income is determined 
able rece ipts. 
excellent method of arriving 
is to examine the things that 


iscertaining what their common 


come are many and somewhat 

| re: wages, salaries, and 

results of, personal services or 
received in the form of money or 
ere is rarely if ever any doubt 
t, they are usually regarded as 
ous elements. They are usually 
in part only. They are usually 


»t seem to be what makes them 


irnings obtained outside of any 
is income, but there are, as we 
s of income not contractual in 
ilso usually the result of toil. 


1924 
But 
toru 
that 

Thi 
suff 
inc¢ 
(or 
| 
ou 
TI 
ab 
10 
ac 
+» 
i 
I 
bi 
| 
i 
| } 
j t 
| 3 | 


1924 | Income as Recurrent, Consumable Receipts y 


But that cannot be what makes them income, for there are many other 
forms of income for which the recipient renders no toil. 

That they come in or are received is undoubtedly one of the things 
that makes them income, for that is inherent etymologically in the term. 
This is essential characteristic number one. But that alone is not 
sufficient, for many things are received which are never counted as 
income. They are regarded as usable, consumable, and expendabl 
(or, more briefly, spendable) in whole or in part and as something 
which may properly be used to live on. And this is true although 
there may be very good reasons why it is wise to save a part of them 
ind in fact to save as much as possible. By the term spendable, it 
may be well to explain, is meant that they may be used to live on with 
out direct impairment of one’s anticipated or expected future income. 
That is, spending may not interfere with recurrence. This spend- 
ability is a characteristic which, as we shall see, is common to all other 
forms of income and may thus be put down as number two of the char- 
acteristics we are seeking. Yet this alone is not conclusive. ‘Treasure 
trove, a gift of capital, an inheritance are all likewise spendable re 
ceipts. That is they may be spent without impairment of anticipated 
future income from sources available before they were received. But, 
of course, it is not considered wise to spend these, unless they are small, 
but to treat them as continuing or as capital, using only the income 
therefrom for spending. 

Wages and salaries, also fees received in the practice of one’s profe S 
sion, and any other direct personal earnings in business or in other 
activities are, in almost all cases, recurrent, or the endeavor is to make 
them so. In fact the endeavor is to make them as regularly recurrent 
as possible. An isolated fee, an honorarium, or a prize received on 
some rare occasion is something about the classification of which as 
income there is always a doubt despite the fact that it is a spendable 
receipt. The doubt apparently arises by reason of the absence of 
anticipated recurrence. Recurrence then is characteristic number 
three. It is moreover a characteristic inextricably interwoven with 
the other two. 

Next in order come interest and rents, both taken in the ordinary 
business sense of those terms, and perhaps definitely anticipated divi 
dends. These are recognized by common usage as income. The first 
two, interest and rent, have in common with wages and salaries four 
characteristics. They are contractual, they are receipts, they are 
spendable and they are recurrent. Dividends are, of course, not in 
the same sense contractual but are recurrent, spendable receipts. These 
all differ from wages in that they are not in the same sense the result 
of toil. They have another outstanding feature which we have not 
found before. That is, they are capitalizable. They are usually re 
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present or future or an approach of the day when income will be re- 
ceived. A fruit tree may grow ever so large in trunk and branches, 
but unless the new branches bear fruit, or are expected so to do, they 
are of no value. Yet it sometimes happens that the tree, or any like 
item of capital, is acquired and held for a time and then sold, all for 
the express purpose of obtaining the increment in value, which incre- 
ment when realized is then used as income. It may be pointed out 
that in this case the increment is regarded as one of a series of receipts 
obtainable by dealing in capital assets as if merchandise. In any 
event it is clear that the increase in value is due to the increase in the 
fruit or the income, or to the approach of the day when there will be 
fruit or income, and is only a part of the present value of the 
future or anticipated income. 

Common usage, furthermore, requires that each of these items shall 
be considered as income only to the extent that it is net. For unless 
it is net it is not properly regarded as spendable. This idea is im- 
posed upon us by what Thomas Mun called that “noble order of Debtor 
and Creditor.” Any advance necessary to obtain one’s income, must 
be won back before the true or spendable income is known. We may 
not, however, carry the mathematical equation of debits and credits to 
an extreme. The consequence of so doing is illustrated by that deli 
cious absurdity of the National Bureau of Economic Research when 
it discovered “negative income,” which upon examination is found to 
mean an excess of outgo over income. But the expenses of obtaining 
an income are often recouped in a receipt which contains the income 
as well as the return of expense and so we have that distinction be- 
tween gross and net receipts which is sometimes carelessly called gross 
and net income. 

Without going into details I wish here to direct attention to the in- 
teresting fact that the only permissible deductions from gross receipts 
are those which Quesnay so illuminatingly called the “advances neces- 
sary to obtain revenue” and that these must be recurrent. Losses, 
therefore, to be deductible must be recurrent. Thus if a wage-earner’s 
house burns down or his automobile is wrecked, he does not consider 
that his income has thereby been reduced. Losses of capital which are 
not recurrent are quite easily distinguishable from losses of those ad- 
vances which are recurrent in the very nature of the processes of obtain- 
ing income. 

It was stated at the outset that the term anticipated recurrence, as 
I conceive of it, does not imply a flow. A goodly number of the best 
authorities, and quite recently Professors Fisher and Seligman, have 
defined income as a flow of wealth or services. This metaphor of a 
stream suggests Newton’s description of “absolute true and mathe- 
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CERTAIN ASPECTS OF DEMAND IN RELATION TO THE 
BUSINESS CYCLE 


The word demand has a variety of meanings. It is sometimes used 


to mean merely the “quantity demanded” or the quantity taken off 
the market. It is also used to mean the quantity actually taken at a 
certain price. Professor F. M. Taylor calls this realized demand.’ 
Again it is used to mean the quantity which buyers stand ready to 
take at a certain price. Then again it is used to mean the whole 
demand situation, or the schedule of quantities which buyers are willing 
to take at different prices. The demand schedule is a whole series of 
potential demands, any one of which may become the realized demand 
depending upon which of the potential prices becomes the actual market 
price. In the familiar demand curves we have a graphic representation 
of a demand schedule. If the price falls, a larger quantity will be 
taken, but this does not indicate any real change in the demand situa 
tion, since the demand schedule shows that the buyers were willing 
all along to buy increased quantities at lower prices. Only when the 
buyers are willing to buy more at the same prices or to buy the same 
quantities at higher prices do we have a real change in demand. This 
of course is familiar ground to all economists. And, in fact, in popular 
usage this concept of demand is frequently implied, for it is well recog- 
nized that a falling off in demand means that the same quantities 
cannot be sold except at lower prices. 

Real changes in demand must therefore be analyzed in terms of the 
demand schedule. But the demand schedule may be stated in terms of 
money or price; or it may be stated in terms of commodities or value. 
The distinction is familiar in the case of wages; thus we speak of money 
wages and real or commodity wages. Money wages may rise rapidly 
but real wages may remain constant. Likewise, the demand schedules 
measured in terms of money may be rapidly rising, but it does not 
necessarily follow that there is any change in the demand schedules 
measured in terms of other commodities. The money demand for goods 
runs in terms of price; real demand in terms of exchange value. <A 
real increase in the money demand for goods means either a larger 
volume of purchases at the same price, or the same volume of pur- 
chases at a higher price. A real increase in real demand means either 

*F. W. Taussig, “Is Market Price Determinate?” Quarterly Journal of Economies, 
November, 1922, p. 395. 

"FM. Taylor, Principles of Economics, p. 264. 

*Ibid., p. 253. 

‘Alfred Marshall, Principles of Economics, p. 96. 
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one hand brought about a fall in prices, and on the other hand in- 
creased the real demand for goods. 

An increase in the real demand for any one particular commodity, 
general production and circulating media remaining the same, will, it 
is true, result in an increase not only in its exchange value but also in 
its price. The demand would in this case increase not only in terms 
of other commodities, but also in terms of money. ‘There would be an 
increase not only in the real demand but also in the money demand for 
this commodity. 

When, however, there is a general increase in the real demand for all 
goods, owing to an increase in per capita production, the money 
demand for goods will decline unless there has been a corresponding 
increase in the circulating media. More goods will be offered in ex- 
change for the same quantity of money. Prices will fall. If the cir- 
culating media remain constant it is impossible that there can be a 
general increase in the real demand for goods and at the same time an 
increase in the money demand for goods. 

Nevertheless, in every period of prosperity we witness both a general 
increase in the real demand for goods and an increase in the money 
demand for goods. But this is due to the fact that in such periods 
there is a large increase in the quantity and velocity of the circulating 
media. This increase in the currency supply more than offsets the 
increase in per capita production. Hence the money demand for goods 
rises faster than the real demand for goods. In fact during the war 
period the money demand for goods increased enormously, but there 
was no very large general increase in real demand. Disregarding for 
the moment the shifts in real demand for certain special commodities 
caused by the war emergency, as well as the inevitable lag in certain 
prices, it may be said with substantial accuracy that approximately 
the same quantities of the various commodities were being purchased 
at approximately the same exchange values. ‘The demand curves for 
almost all commodities and services were rapidly rising, but it was 
chiefly a monetary and price phenomenon, not a value phenomenon. 
To be sure, there was some rise in the real demand curves owing to the 
increase in per capita production. But the increase in production 
counteracted rather than reinforced the rise in prices. Thus the general 
increase in real demand tended to produce a fall in prices. But the 
enormous increase in the money demand for goods more than counter- 
balanced this tendency, and hence the rise in prices. 

Occasionally one witnesses, as in Germany since the war, a situation 
in which the money demand for goods is constantly soaring, but real 
demand is falling, owing to diminished per capita production. Nearly 
everyone is employed, but there is no incentive for efficient production 
since the money received for goods and services is constantly depre- 
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THE EMANCIPATION OF ECONOMICS 


In view of the accumulating body of criticism of economics and thi 
diversity of proposals for its reform, it may be permissible to essay 
the task of discovering where, in the scale of scientific evolution, eco- 
nomics at present stands. Such an enterprise demands an uncommon 
degree of detachment from contemporary interests, but, to the extent 
that we can discover our present position, we may anticipate some of 
the movement which is to follow and thus may forecast, however 
roughly, the next steps in scientific development. 


I 


In almost every field of inquiry it happens that the interests of its 
students are focused upon various aspects of the subject, so that there 
appears to be a great diversity of problems and of solutions. Closer 
examination often reveals an underlying agreement or similarity of 
problems, masked by an ingenious multiplication of alternative posi- 
tions upon the same subject matter and a set of conceptions common 
to all. Thus with economics, the various schools are concerned with 
seemingly different problems and offer a wide variety of solutions 
thereto; yet to the eye of the detached spectator, who is not too much 
confused by labels and formulas, economic theory appears to be a single 
enterprise in speculation, addressed to the problem of accounting for 
economic affairs in terms of two major or basic conceptions—an 
economic system and human autonomy. 

That is to say, when we look, not at the points of difference (which, 
naturally enough, are emphasized by their proponents) but at the 
general characteristics of economic theories, we find that the diversity 
of economic problems and their solutions are seemingly but variations 
on a single theme: the reconciliation of the antithetical concepts of a 
system of economic forces and of human volition or autonomy. 

The explicit statement of these two conceptions appears but rarely 
in economic literature, because they are a part of our preconceptions 
or common sense. They are the verbal formulation of our attitudes 
toward economic affairs and give rise to the problems we study. For, 
since we can look at phenomena only as our attitudes and conceptions 
discover them, necessarily our problems are generated by, and formu 
lated in terms of, our conceptions. 

Now it is not difficult to see how these two conceptions arise and 
find convincing empirical support. Observation of economic affairs 
discloses an astonishing uniformity and constancy in economic occur- 
rences, between which there are almost mechanical interrelations, so 
that it is nearly impossible to overlook the systematic nature of eco 
nomic life. Moreover, it happens that economic affairs comprehend a 
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terms of the conditions of the system at any time. The consequences 
of those activities will appear as an effect of the total systemic causes 
and, in turn, as part of the subsequent systemic causation operating 
upon the other constituents of the system. Whatever is taken by an 
organism or given up by that organism (or by the water) may then 
be expressed as a determinate share of the systemic total of those 
substances (oxygen, carbon dioxide, and so on). The appropriation 
and liberation of oxygen, for instance, may be stated as a law, i.e., in 
terms of a general and constant process, with a mathematical formu- 
lation. 

This aquarium system represents fairly closely the concept of eco- 
nomic life entertained by economic theory, the aim of which is to formu 
late the laws of this conceptual system, so that the occurrence of 
pecuniary phenomena and the participation or activity of every factor, 
human and otherwise, may be accounted for and predicted. Viewed 
simply as an hypothesis there can be no objection to such a conception 
of an economic system or totality, although empirical observation does 
not give it much support. But when that conception is employed 
simultaneously with the conception of human autonomy, economists 
face a difficult situation. 

Reverting to the analogy of the aquarium, if the goldfish are con- 
ceived to be autonomous, free to engage in the symbiotic relationship 
with the other organisms or to refrain, to limit or expand their parti 
cipation, then a problem arises—how to reconcile this autonomy with 
the conception of the aquarium system with which it apparently con- 
flicts. For the freedom of the fish makes the “system” indeterminate 
and therefore scarcely a system at all. Any attempt to formulate the 
laws of the aquarium would seem foredoomed to failure, since one ele- 
ment, the activity of the fish, is not constant. 

To review the various attempts to solve this problem would require 


a history of economic speculation. Roughly, these attempts have 
divided between the pro-systemic group, who, as notably in the case of 
mathematical economists, have sought to establish the control of the 
system as rigorously mechanistic, and the pro-autonomy group, who 
have leaned heavily upon psychology and have been inclined to insist 
upon men’s freedom of action and liberty of choice. Each member of 
these two groups has devised some individual concept or formula for 
mediating these antithetical concepts, and this has given rise to the 
several distinctive types of economic theories. In the main these 
formulas either reduce the concept of autonomy to a mere fiction, by 
granting men the liberty of choosing only in accordance with their 
best interests, rationally (and therefore almost mechanistically) dis- 
closed ; or they soften the conception of system to a set of determining 
“tendencies,” which, in the long run, caeteris paribus, will mould and 
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so on, which has its own order, in the production of which the qualities 
of things (arising from appearance and indicative of the workings 
of reality) are causally effective. The conception of deceptive appear 
ance masking a controlling Reality or Absolute gives rise to the prob 
lem of epistomology or knowledge, very similar to the value and price 
problems of the economists. 

This striking similarity reveals the orthodox features of speculation 
in economic theory, so that the question of scientific status of economics 
may be more closely approximated. It must not be supposed, how 
ever, that this method of describing economic theory is intended to be 
disparaging to economists or to portray economic theory as a worth 
less collection of speculation. Economists are the legatees of a philo- 
sophical tradition which they have variously carried on, and these com 
mentaries are designed to show how and what they have done in that 
vein and by what steps they will probably develop a science. Most 
economists have, curiously enough, not permitted their concern for 
systematic theory to hamper them in the study of many specific social] 
activities and concrete situations, from which they have brought forth 
empirical results of value. 

Every science, apparently, must pass through a speculative, meta- 
physical stage, which is not wholly barren of results, since the discus- 
sion of any problem, however artificial, often serves to send men to 
actual phenomena for data and in time this brings about a changed 
point of view. And not until the logic of this speculative stage has 
been thoroughly and completely worked out, can the next stage of 
development come. The problems of the speculative stage need not 
necessarily be solved before further progress can be made, but rather 
will become obsolescent after men have exhausted their ingenuity upon 
them. So long, however, as each succeedingt generation of economists 
accepts its problems from that preceding, the multiplication of these 
theories must continue. 

It seems clear from the foregoing that economics is in that specu 
lative stage which precedes the development of a science, when men 
are engaged in explaining or accounting for events by verbal symbols. 
And from the growing number of programs of reform we may infer 
that this stage is drawing to a close. The remedies proposed and th« 
problems urged for study are in the main, however, specialized versions 
of traditional professional interests; that is, economists are variously 
invited to employ some one of the well-known methods exclusively and 
to concentrate upon some one phase of the above-described general 
economic problem. Thus we find appeals for better definitions and 
stricter logic, for a more modern psychological analysis (usually 
psychoanalytic), for the inclusion of institutions in the list of economic 
forces, and, finally, for the wider and more rigorous use of statistics. 
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are debated. Moreover, there is no greater amount of scientific train 
ng to be found in these sister sciences, while all share the growing 
enthusiasm for the quantitative method or statistical study of non 
experimental data, for discovery of causal relations. Thus there are 
no grounds for deprecating the backwardness of economics more than 
that of politics, or sociology, or history, or psychology. 

The question here, however, is not one of assessing the worth of 
achievement, but rathe r one of seeing how and where social science finds 
itself today. To sneer at social science for not being equal in achiev: 
ment to physics, or chemistry, or biology is to ignore the history of 
those sciences, which reveals a similar period at the beginning of their 
scientific careers. It is important now to orient ourselves in the 
social sciences, so that we may contribute, if possible, in some small 
way, to furthering the evolution which sooner or later will occur. To 
do this we must first attempt to understand the situation from which 
this development will move, which is the purpose of this essay. Need 
less to say, I am not concerned with criticizing economists or defend 
ing a conclusion, but rather with suggesting a point of view from 


which the future of economics may be discussed. 


II 


As in any other evolutionary development, the evolution of a science 
is a process of cumulative change, in which each stage of development 
grows out of the preceding and gives rise to the next further stage. 


That is why the foregoing attempt to “place” economics, howeve! 
nadequate, may find some excuse, since it enables us to see, at least 
dimly, how far economies has traveled and what further transforma 
tions await. In the following discussion will be outlined some changes 
in economics which may, more or less confidently, be expected, although 
the time of their arrival is beyond conjecture. In this attempt at 
prophecy I am not urging these changes as the sole road to scientific 
salvation, but am merely pointing out what we may expect, in the 
premises. 

As we have already seen, economic speculation may be regarded 
as an attempt to deal with the problem generated by the conflict of 
two major conceptions: an economic system of equilibrating forces, 
and human autonomy. If this be questioned, the reader will doubtless 
admit that economic theory has been greatly concerned with the two 
aspects of economic affairs which we may conveniently call the system 
atic and the volitional. 

Now it has repeatedly happened, in the course of scientific develop 
ment, that we have discovered a way of solving our problems, not by 
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finding a “solution” to the problem, but by showing that the problem 


was artificial, a product of mythical assumptions and misconceptions. 
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While it is, of course, running counter to all our common sense to 


suggest that man’s behavior is not autonomous, yet such a step gives 


> 


promise of exceedingly interesting consequences. For, if we acknowl- 
edge that man’s behavior is not uniquely volitional, but is a natural 
phenomenon, we see at once that it must be, like all other phenomena, 
an affair of antecedent and consequent and therefore a subject for 
scientific study. 

If we ask how human behavior may be resolved into a sequence of 
antecedent and consequent, we find that under the terms, stimulus and 
response, we have already begun to study behavior as a response to an 
antecedent stimulus. This does not mean that a stimulus (event, 


‘ 


person, or thing) “causes” man’s behavior, but rather that each per- 
son, from birth onward, develops a set of habits or patterns of behavior 
by responding to the stimuli of the environment he meets; these habits 
are “touched off’? whenever the appropriate stimuli appear. Man’s 
behavior then, like all other phenomena, is a consequent response which 
follows a specific, antecedent stimulus; but the particular form or 
manner of the response is a stage in the process of development or 
evolution of habits, as formed by prior stimuli, or what we call experi- 
ence. In simplest terms, then, behavior is an event, the occurrence of 
which is a consequent to an antecedent stimulus; but the character, 
quality, form, pattern, and so on of that behavior event is a product 
of past experience or habits. It is obvious that each individual’s 
inherited organism will play a large role in the acquisition of his 
habits, since, for example, a color-blind person will have a limited range 
of habits with visual antecedents. Thus there will be a great diversity 
of habits and behavior in any group. 

It is not difficult to see how the notions of volition and of motives 
arise and persist, for, if we do not know a person’s habits or prior 
experience, his behavior in any situation can be accounted for only as 
something willed, the product of a specific motive. It may not be 
unwarranted to suggest that a motive is a name we give to an undis- 
closed habit or to the susceptibility to stimuli which has been acquired 
in prior experience. We may give up the conception of autonomy and 
the problem of motivation without embarrassment to social science, if 
we approach the problem of human behavior as a sequence of antece- 
dent stimulus, prior experience, or habits and consequent response. 

If, then, we view human behavior as a learned response to a stimulus, 
we may go a step further and give up the conception of an economic 
system of equilibrating forces. For, just as the conception of auton- 

‘It is worth recalling that before we knew anything about the evolution of plant 
and animal forms, the notion of special creation appeared to be the only way of 
accounting for the various orders. We can learn about the nature of anything only 
by discovering its origin. 
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Looking more intently at these learned habits, we find that the 
individual learns to refrain from a response to things (objects and 
animals) which have been appropriated by another; but he also learns 
that for every thing thus forbidden he may lift the ban by performing 
a ceremony, ritual, or proffer of symbols. Likewise he learns that 
every person is under a ban or number of bans, which may be similarly 
lifted. That is to say, each person learns the taboos on things and 
persons and the group-sanctioned method of lifting those taboos. 

Obviously we are dealing here with the familiar facts of social life, 
where we find large groups of persons living in close proximity who 
have much the same habits of behavior, among which is the habit of 
inculeating these habits in their children. When we speak of taboos 
we refer, of course, to private property in things and animals and 
to sexual and social taboos on persons, and when we mention rituals, 
ceremonies, and the use of symbols we have in mind marriage, voting, 
the “price system” and so on.’ 

The situation appears to be something of this sort: With every 
object and person under a taboo, the failure to observe which is subject 
to penalty, all intercourse between persons is banned, except in so far 
as the prescribed method of lifting the taboo is used. Hence the be- 
havior of each person is necessarily like that of his fellows, since, to 
live and beget offspring, he must obtain food, shelter, and a mate, by 
following the group-sanctioned pattern of lifting the taboos of private 
property and of chastity which protect those essential stimuli. The 
observance of these taboos is a varying obligation, since different 
social classes may be distinguished by the taboos which they must 
observe or may neglect, but the taboos of property and chastity are 
universally respected, at least in outward appearance. Both the taboo 
observance and the method of lifting the taboo are habits of behavior 
or learned responses to stimuli. When any situation arises which 
evokes certain habitual responses from one person, it is rarely that the 
same responses are not evoked from a large portion, if not the whole, 
of the group at the same time. For, sharing the same habits, others 
will respond to the same stimulus in similar ways. Moreover, since 
man’s behavior in response to things must be preceded by the execution 
of the prescribed taboo practice, which is always an act addressed to 
another person, the behavior of one person acts as a stimulus to 
another, whose behavior in turn acts as a stimulus to another, and so 
on. Hence, when, as suggested, one person is stimulated to action, 
many of his fellows are equally stimulated, and the concerted behavior 

°Cf. this aspect of social behavior and its suggested origin in habit formation, with 
the way in which a mother forbids her children to do things unless they act first 


in accordance with her wishes or observe certain proprieties in the doing, e.g., 
“you cannot have dessert unless you sit up straight.” 
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In addition to these habits of behavior toward persons, as owners 
of things or of services, men also learn (by the same process of habit 
formation), from the sequence of phenomena which we call “causation,” 
to make tools and to work out techniques and processes for making 
things and rendering services. These habits we call science and en 
gineering. Since these tools and processes and their products are 
covered by the property taboo, this means that the taboo practices 
have become more and more elaborate and important. The increasing 
specialization of skill and of property which these technical develop 
ments have brought about makes it necessary for each person to utilize 
his property and services, as skilfully as possible, as stimuli to coerce 
others into responding with their property or services or pecuniary 
symbols. Thus have developed the habits of business, as we call this 
skilful manipulation of stimuli to elicit the responses with pecuniary 

! t 
symbols, which has become the dominant occupation of almost every 
person today. In these business operations, the practice is for each 
person or group, having property or services for sale, to demand the 
largest possible amount of pecuniary symbols it can obtain, except 
where this practice has been partially tabooed, as in public utilities. 
Those who develop the greatest skill (i.e., learn the habit most 

. 
thoroughly) obtain the greatest amount of pecuniary symbols. 

To attempt a description of the integration of these taboo trans- 
ferring methods, their local variations, and the substitutes frequently 
used would far transcend the limits of this paper. It is sufficient to 
indicate here what the problems of a social science will probably be. 
And it is important to observe how the different angles on the problems 
of behavior provide the several branches of social science with lines of 
attack more or less similar to their traditional interests. 

Psychology, behaviorism, or physiology, etc., will naturally study 
the formation of habits, or the learning process whereby the individual 
acquires these many habitual activities. This will include the study 
of habit integrations, how certain habits go together and how one 
habit precludes the learning of others, how the blocking of one habitual 
who pays a woman to lift the taboo which protects her (as in prostitution) is 
recognized as giving her an equivalent, without which his action would be subject 
to the penalty for assault, seduction, ete. 

*The current perplexity and strife over labor unions is in large measure the 
usual disorder incident to the emergence of a group from a taboo; that is to say, 
labor or employees heretofore have been under a taboo (more or less extra-legal) 
igainst using business methods in the sale of their services, and their efforts to 
escape from that ban are naturally exciting many moral and ethical reproaches 
rhe efforts of agriculturalists to develop business methods in selling their products 
ire both applauded and denounced, according to the person affected, since they 
have not been under the same ban. Business practices are, of course, like other 
group practices, in being moral or immoral, depending upon who uses them and 
how familiar they are to the group. 
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quences, as revealed in specific habits and taboo practices or institu- 
tions, disclosing the evolution of contemporary habits through elabora 
tion and suppression of more primitive responses. The study of evo- 
lution is primarily a problem of changing magnitudes, as we see in any 
evolutionary series, e.g., animal forms, or chemical elements, which 
have developed by additions and subtractions or changes in magnitude. 

In giving over to psychology and history the above-described prob- 
lems (or at least in recognizing that such problems must be approached 
in these ways), the other branches of social science will be considerably 
altered. At once a host of problems, now treated by economists, poli- 
tical scientists and sociologists, are eliminated from their field or 
radically altered. ‘To illustrate, the traditional problem of value (and 
of utility) will be handed over to psychology, for a study of the learn- 
ing process and of the variation of the threshold under repeated stimu- 
lation. For value is the term we apply to the stimulus of a learned 
response or habit, which response measures or indicates the value. 
That is, if we have learned to respond to a certain stimulus, that 
stimulus has a value or coercive effect on our behavior and the response 
we make to it, in terms of taboo practices, gives the stimulus value its 
designation or magnitude. For example, the food we as individuals 
habitually eat has a value which is measured by the amount of pecuni 
ary symbols we give to another to obtain that stimulus; the things 
we do not habitually respond to, we say, have no value. Likewise, any 
thing or person which elicits political activity or religious activity, and 
other responses from us, is said to have a political or religious value ; 
so, too with esthetic objects and so on. But it happens that successive 
presentations of the same stimulus elicit a variable response; in general, 
the threshold to successive stimulations rises, i.e., the response dimin- 
ishes, and we have what economists call diminishing and marginal 
utility. Again, it happens that the rise in the threshold may be 
arrested by applying concomitant stimuli which operate to overcome 
or even reverse the usual process (cf. praise, music, etc., on the person 
engaged in an arduous task). 

Not only will the questions of how an individual’s desires, wants, etc., 
arise and of how they work be eliminated from the other branches of 
social science, but, in addition, the question of how men come to have 
the habits or taboo practices under study (e.g., use of contract, sales, 
money, voting) may be relinquished to history. Thus there will be 
no need for the attempted rationalizations of contemporary taboo 
practices or institutions. If men have private property, marriage, 
buying and selling, contracts and so on, it will be sufficient to refer to 
them as products of an evolutionary development to satisfy all scientific 
requirements. Also if we find men “desiring,” “wanting,” “seeking,” 
etc., certain goods and services, we need attempt no other explanation 
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ities. But, while the occurrence or non-occurrence of a response to 
iny stimulus by a person is a function of his experience, there are also 
L variety of taboo practices wihch he may and will employ in his 
response to those things, also according to his experience and the 

rcumstances (or concomitant stimuli) accompanying the exciting 
stimulus. Thus, in responding to the specific kind of object or thing 
he “wants,” a man may use contract or sales, i.e., purchase it (pecu- 
niary symbols) or obtain it by labor or barter or by promising some 
future payment or service; he may seek through political activity to 
alter the taboo protecting the thing sought, giving himself the privilege 
of ignoring the taboo or reducing the coercion which the owner may 
exert when using that taboo; he may, with others, seize the object, 
such as land, by waging war on its owners or by rebelling and forcibly 
taking it as the fruits of success; again, he may get it by resort to 
legal proceedings whereby he obtains a judgment; and, finally, he may 
get it as a gift or bequest by cultivating the affection of a friend or 
relative. 

Likewise, a man may approach a woman, sexually desired, by under- 
going the ceremony and undertaking the contract for future support 
which we call marriage or by purchasing her services with a pecuniary 
payment, as in prostitution, both of which are customary, i.e., general- 
ized, habits or institutions for approaching a sexual stimulus, just as 
purchase and the other practices described above are customary habits 
for approaching other stimuli. 

Thus the same kind of a stimulus, of a tabooed person or thing, may 
elicit one of a number of different kinds of group-sanctioned taboo 
practices, which we call institutions, viz., the “price system,” the 
“state,” marriage. The “choice” of practice employed by a person is 
a function of his past experience, i.e., the habits he has acquired, and 
if he has failed to acquire those approved habits he may be appre- 
hended and punished, as a criminal, for approaching tabooed things 
and persons unlawfully. 

The problems of economics, political science and sociology will, then, 
be set by the operation of the several taboo practices and the behavior 
sequences they involve. Looking first and hastily at political science 
and sociology (since we are here concerned more immediately with 
economics), it appears that political science will be a study of the 
practices associated with selecting or electing (employing) the per- 
sons who are to act as the various classes of surrogates which a group 
has established, namely, the legislators, judiciary, and executives and 
their numerous subordinates; with the statement of taboos and taboo 
practices (the law) and their enforcement by these surrogates; and 
all the other complicated practices which we call the “state.” It 
should be noted that the state is a highly elaborate and complex taboo 
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practices not covered by political science and economics, namely, 
marriage, divorce, the family and so on, and the various taboo-evading 
practices, such as crime and delinquency. From another point of 
view, sociology will be the study of the general field of taboo practices 
(with political science, economics, jurisprudence, as specialized studies 
thereunder) and especially of the shifts from one taboo practice to 
another, as we see in political activity by farmers and laborers who 
seck to improve their economic position and the alternative, or con- 
current, use of marriage and prostitution. Again it is suggested that 
sociology will study the trends in taboo practices today and the effect 
on social welfare of these practices. Without attempting to settle 
these jurisdictional disputes, it is evident that there is a considerabl 
number of taboo practices outside of the political and economic which 
demand study, and these at least will be covered by sociology, what- 
ever else it does. But again it must be observed that these are not 
rigidly separable from political and economic practices, as witness the 
relation between prostitution, marriage, and wages. 

Coming then to economics, we see that the practices of contracts 
and sales, with, ordinarily, the use of the pecuniary symbols of money 
and credit, are the habits it will study, according to this prospective 
division of labor. It should be noted that the use of money and credit 
and the occurrence of prices are elements of the practices of contract 
and sales. Thus when we find persons contracting or selling with 
money and credit symbols we have economic behavior, regardless of the 
precise thing or service under taboo which the contract or sale in 
volves. So when a man contracts with a woman, as in marriage, where 
in he promises a number of future, but not specified, actions, he is not 
engaged in economic behavior, as he is when he contracts with her, for 
a specific money payment or other determinate consideration, to render 
sexual or other services. In other words we find economic practices, 
unlike other taboo practices, are of a determinate or quantitative 
character, as expressed in the magnitude of goods, duration of ser- 
vices, and price (emount of pecuniary symbols) involved. 

The problems of economic study will, therefore, be those arising from 
the contract and sales practices, toward things and persons under 
taboo, in which there are quantitative responses, expressed most fre 
quently (or measured) in pecuniary magnitudes. 

What this means specifically is that economics will be the study of 
price behavior, that is, of the habitual behavior sequences in which 
men respond to things and persons by employing the practices of con- 
tracts and sales, with determinate responses, expressed or measured 
in pecuniary terms. For, so soon as it is recognized that whatever 
men do (i.e., both the things they respond to and the pattern of 
response) is a product of their experience, a habit, the only problem 
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only as part, for the important portion of the response is in taking 
the goods purchased or using the things or services), the price prob 
lem as ordinarily conceived is solved. That is to say, if we wish to 
explain or account for changes in prices, credit operations, etc., it i 
sufficient to show the behavior they accompany. Pecuniary symbols 
and their changes are purely indices of the economic behavior they 
accompany and are so used by the business men, even though many 
economists may otherwise regard them. Of course it will be necessary 
to work out the precise significance of these indices in their numerous 
occurrences, just as physics and chemistry use the spectroscope to 
discover what and how energy is moving, by using light waves as 
indices of those motions. 

The foregoing is not intended as a revelation of novelty, but rather 
as an attempted clarification and coérdination of what is already 
under way in the study of economists, political scientists and sociol 
ogists. As suggested at the beginning of this section, what is at 
tempted is an outline of the developments now foreshadowed in many 
quarters, too numerous to permit citation of book, chapter and vers: 
Hence this discussion ts offered more to help along the change by try 
ing to state its character, than to affect its direction or velocity. 

One aspect of this development of social science calls for further 
comment, however. Science is primarily a way of approaching phen 


omena, prepared to learn how to do something; that is, a science is 


always a body of habits or techniques and the tools and instruments 
employed in those techniques. In developing a science experiments 
are essential, since there can be no tools and instruments, nor depend 
able techniques, unless they are worked out by doing things. W: 
can have no social science of any real moment, until we have worked 
out a technique for experimenting on social behavior. This will not 
be so difficult as many seem to fear, for we can experiment on habits, 
taboo practices and so on, although we cannot do so with an economic 
system and forces, autonomy and volition, pecuniary phenomena, 
sovereignty, group mind, social organisms and other conceptual crea 

18 
tions. Moreover, there are numerous experiments on group behavior 
now under way, as we see in advertising and publicity campaigns, th« 
various kinds of associations of persons and of industrial organiza 
tions, which offer excellent opportunities for study of behavior s« 

“It is interesting to note that votes, which play a role in political habits similar 
to prices in economic habits, have escaped this erection into phenomena of ind 
pendent existence. 

*So long as man’s behavior is conceived to be volitional and purposive, it mu 
escape experimental and scientific study, for it is a non-repetitive occurrence and 
has no antecedent which can be objectively studied. Cf. W. McDougal, “Purposive 
vs. Mechanical Psychology,” Psychological Review, July, 1923, for a criticism of 
this behavior approach. 
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A RECOMMENDATORY MINIMUM WAGE LAW: THE FIRST 
DECADE OF THE MASSACHUSETTS EXPERIMENT 


I 


The present position of the Supreme Court renders the future of 
mandatory minimum wage laws perilous. Since the decision in the Dis 
trict of Columbia case, considerable discussion has arisen as to the r¢ 
sults which can be obtained from a law free from objectionable (to th 
court) features. The Massachusetts statute is the outstanding 
example of such a law. The first decade of the operation of the law 
in Massachusetts ended July 1, 1923. During these ten years wage 
decrees establishing minimum rates for women and girls have been 
made in sixteen occupations employing from 70,000 to 80,000 women 
and girls and covering approximately 5,000 firms. Some estimate of 
the value of such a law ought now to be possible. 

A brief survey of the essential provisions of the Massachusetts law’ 
may be helpful before entering upon a discussion of its actual opera 
tion. The administration of the law is placed in the hands of a 
permanent commission of three persons appointed by the governor. In 
1919 the Minimum Wage Commission was consolidated with various 
other bureaus and commissions into the newly organized Department 
of Labor and Industries. The Minimum Wage Commission consti 
tutes a division of this department, its members being associate com 
missioners. These associate commissioners also form the Board of 
Conciliation and Arbitration and devote only a part of their time to 
the administration of the minimum wage law. 

The commission has authority to inquire into wages paid females in 
any occupation in which it has “reason to believe that the wages paid 
to a substantial number of such employees are inadequate to supply 
the necessary cost of living and to maintain the worker in health.” 
If the investigation shows that the commission has been warranted in 
its belief, a wage board shall be established for the occupation con- 
sisting of an equal number of representatives of employers in that 
occupation and of representatives of the female employees, and one 
or more disinterested persons to represent the public. The public 
representatives are not to exceed one half the number of representatives 

‘General Laws of Massachusetts, ch. 706, Acts of 1912, as amended 

*Interviews with persons in touch with the situation in Massachusetts gave the 
writer the impression that the administration of the law was suffering from this 
variety of duties. As a matter of fact, the actual administration of the law is almost 
entirely in the hands of an assistant commissioner of the department, who is Acting 


Director of the Division of Minimum Wage. It was largely due to the courtesy of 
this official that the writer was able to secure most of the data for this study. 
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brush industry was the first for which a decree was issued The first 
ispection to determine the degree of compliance in this industry show 


ed that five out of nineteen factories covered by the inspection we) 

paying less than the minimum rates. The commission did not blacklist 
the recalcitrant employers, however, but contented itself with publis! 

ng the names of those who conformed to the terms of the decree. Sub 
sequent inspections showed nearly universal compliance. As the com 
mission said, “The number and proportion of violations of the decre 
have therefore decreased materially since the publication of names, and 
have probably at the present time reached as low a percentage as can 
be expected under any law.”” 

The decree for the laundry industry became effective September 1, 
1915, and established $8.00 per week as the minimum wage for the 
industry. In November, when agents of the commission attempted to 
make their first inspection to determine compliance, the employers 
refused to give them access to the pay-roll records, claiming that th 
law was unconstitutional. The question was carried to the courts 
and in 1918 the constitutionality of the law was upheld by the Supreme 
Court of Massachusetts. Thus supported, the commission was able 
to secure compliance in this industry with little further trouble. 

The retail store decree, establishing a rate of $8.50, became effective 
January 1,1916. About 6 per cent of the women were still being paid 
at rates less than the recommended minimum at the time of the first 
inspection. As in the brush industry, the commission did not resort 
to a blacklist but to a “whitelist.” The effect of this publicity, how 
ever, was not so favorable as in the case of the brush industry. Com- 
menting on this, the commission said, “The Commission entertains no 
hope that these proprietors will voluntarily forego this unfair advan 
tage and accept a schedule of minimum wages now followed by their 
competitors.” By 1919, however, wages had risen so that these cases 
of non-compliance had practically disappeared. 

The great majority of the firms covered by the women’s clothing 
decree of February 1, 1917, accepted the rates without opposition. 
About half of the custom tailoring and dressmaking establishments re 
fused to comply. As in the retail store decree, most of these cases of 
non-compliance were removed by the rising price level. 

The seven other decrees issued before 1920 were accepted without 
serious opposition. Seldom did the number of current non-compliances 
amount to more than one per cent of the total number of women con 
cerned. By the end of 1919, the number of women subject to th 

‘Minimum Wage Commission, Third Annual Report, p. 26. 


*“Holcombe v. Creamer, 231 Mass. 99. 
*Minimum Wage Commission, Fourth Annual Report, p. 18. 
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the paper ning industries, however, the commis 
sion resort the first time in its history.” Even 

s penalt minimum rates for 266 women. In 
addition ¢ e were 200 cases pending at the end 
of the ve still chances of adjustment. 

The vea lly large number of non-compliances. 
In the tw ted there was a total of 5,675 cases of 
non-comp 266 cases involving blacklisted firms. 
Over 13 | in the firms inspected were receiving 
less than t n receiving. The majority of thes 
cases. 3.711 selling occupation, for which a new 
decree rais te from $8.50 to $14.00 had gone into 
effect on J ng the year, 1,210 cases were adjusted, 
leaving t close of 1922. 

It is im} iny of these 4,465 cases can be settled 
bv bringing mity with the minimum rates. It is 
certain tha most cases no attempt at adjustment 
had been m 1922. In many instances, moreover, it 
is stated 1 been promised. The large number of 
non-complia partly accounted for by the fact that 
considerab ere made than in 1921. Moreover, in 
six of thes ntered decrees had been made; in such 
circumstat ys relatively large numbers of cases of 

“It is pos been cases of non-compliance in firms not 
inspected. 1 negligible. 

“The consti tion of the law which requires a newspaper to 
publish the | 1 at this time. The lower courts imposed the 
statutory fins per [he issue is now before the higher courts. 
If this section il, what few teeth the law has at present will 


be lost 


Tha 
I 
| do 
to 
1] 
in 
4 
| el 
de 
| 
th 
| 
a 
| 
| 


new 
into 
ted, 


tled 
t is 
lent 
of 
hat 
» In 
uch 


of 


not 


r to 
the 
irts. 
will 


1924 | A Recommendatory Minimum Wage Law 43 


non-compliance. On the other hand, the writer was told by officials 
at the Department of Labor and Industries that there was no doubt 
that several of the store employers would have to be blacklisted be- 
fore adjustment could be made. It is probable that such publicity 
will have more effect on retail store employers than it had on paper 
box manufacturers and the managers of office buildings. 

The situation in regard to compliance, therefore, seems to be as 
follows: Until 1920 the employers resisted the minimum rates in only 
four industries, and eventually the commission secured practically 
universal compliance in these four as well as in other industries. Be- 
ginning with 1920, resistance has been steadily growing. There were 
266 women and girls in the building-cleaning and paper box-making 
occupations for whom even publicity could not secure the rates ree- 
ommended. There are also 75 cases pending since 1921. It seems 
doubtful if these will be adjusted. Finally, there is an uncertain 
number of unadjustable cases which arose during 1922. Yet the num- 


er of women for whom the Massachusetts commission has attempted 
to secure the minimum rates and has failed or will fail, is not over a 
small percentage, probably three or four, of the total number of women 
in industries under decrees.” 

The subject of compliance cannot be dismissed here, however. While 
enforcement may be considered a success in that the number of non- 
compliances has been relatively few, this success does not entirely re- 
dound to the credit of the law. Two factors have very vitally affected 
the high degree of compliance which has been secured. The first of 
these is the comparatively low figure at which the rates have been set. 
In few decrees have the minimum rates been sufficient to meet a cost-of- 
living standard. This point will be discussed in connection with the 
effects of the decrees on wages, but it should be noted here that while 
the rates are based primarily on a living wage standard, such a stand- 
ard has seldom been attained. 

The second of these factors has been the industrial situation. In- 
stances of its influence on compliance have already been mentioned. 
The ascending price level from 1915 to 1920 was a potent force making 
for a high degree of acceptance of the rates. Conversely, the break 
in prices and wages in 1920 has rendered enforcement difficult. As 
the commission observed in 1920: “The fact that....there was a 
continued rise in prices and a constant labor shortage doubtless made 
it easier to secure compliance. ...than might otherwise have been the 

“This does not mean that all but three or four per cent received the rate establish- 
ed for the experienced worker of normal ability. In addition to those who received 


the lower rates established for learners and minors, there were a few working under 
special licenses which permitted them to accept less than the minimum rates 
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rminations of the wage board. Perhaps the publicity would be 
eater in the latter case than in the case of the blacklist. 

Another serious drawback of this means of enforcement has been 
ts inequal effects on various employe rs. <A special committee of the 
Massachusetts legislature concluded, “In some cases, advertising an 

plover may penalize him severely; in other occupations advertising 

iy not affect an employer appreciably.” An employer dealing 
directly with the public and using a trade name cannot afford to loss 

s good-will by having his firm appear in a blacklist. On the other 
ind, an employer selling through jobbers may be little affected by 
such publicity. In other words, the Massachusetts law may be ex 
‘mely coercive with some employers, while it is merely admonitory 

th others. 

While the results of the few instances in which this means of enforces 

nt has actually been used have not been very satisfactory, the in 
lirect effect of the mere threat of publicity in securing conformity 

iy be overlooked. The value of the blacklist cannot be measured 
ely by the number of times it has been used and has failed. 

It is evident that the success of such a law rests to a great extent 
pon the codperation of the employers. For the most part coépera 
tion, even if not of a particularly active type, has been secured. In 
only a few wage boards, for example, have the employers pursued 
obstructionist tactics in order to delay the deliberations. In fact, 
while there has been much opposition to the law, the statement was 
made to the writer that this feeling is shared by few of the employers 
who are directly concerned by the decrees. On the other hand, an 
organization known as the Massachusetts Industrial Protective Asso 
ciation, which is advocating the abolition of the law, claims to rep- 
resent practically all employers in Massachusetts. This claim was 
hardly substantiated by evidence before the legislative committee men- 
tioned above. Moreover, in 1922 when non-compliance was greatest 
there were only 679 firms out of a possible 5,000 not in conformity. 
Certain it is that the great majority of employers regard the law, if 
not with delight, at least with indifference. Employers frequently 
have stated that if it were not for the reports and inspections required 
by the law they would not know that it was on the statute books. Most 
of these firms would pay adequate wages if there were no law. The 
position of the William Filene & Sons Company is a conspicuous ex- 
ample. This same conclusion was reached by an investigator of the 
United States Bureau of Labor Statistics.” 

“Report of the Special Commission on......the Minimum Wage of the General 
Court of Massachusetts, Feb. 9, 1923, p. 21. 


“U. S. Bureau of Labor Statistics, Minimum Wage Laws of the United States 
bull. no. 285, pp. 150, 151. 
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Not Massachusetts are supporting the commis- 
on il ory law. They feel that some kind of a 
S y by mandatory powers can all employers 
col tes. The refusal of many establishments 
to pay based, not on the belief that such a wag 
ould the fear of competition from others who 
ill ne etters received by the commission as well 

s th ons point to this fact.” 
Th , who believe that any minimum wag 
gisla interference into private business. It is 
pos rge this group is. The writer is of th 
opinio not so large as the activity of their 


It is dif estimate the effect of the minimum wag 
law on liscussion of each separate decree would bx 
necessa picture of the results. Such a discussion 
is impos of this paper. Let us, however, consider | 
W 

TT | stores became effective January 1, 1916 
It estal 50 per week. An investigation by the con- 
missiol s us the result.” Forty per cent of th 
14,745 is were taken had received increases about 
Janua vy had not received enough to raise their 
wages t There were also nearly 1000 new workers 
who ha it the newly established minima or at 
higher n, about one tenth of one per cent, had 
had the \t the time of this investigation there wer 
also al ’ wages were not as high as the minimum 

ites, | were eventually raised. Of the women and 
girls w sed about this time, nearly three fifths 
receiy ist $1.00, nearly two fifths of at least $1.50, 
one s 0, and over one eighth received increases of 
$2.50 

“The 

Fron r as it is not mandatory, we shall proceed without 
direct i n.” 

A ret r firm has not accepted the decree although we 
believe res should be compelled to accept the rates. 

Fron . ding, “We pay what others pay. So many are 
refusing rates that we cannot pay them.” 

A lar ved that “a law which does not make every 

obey When others accept the minimum wages we will. 

*Min n, Preliminary Report on the Effect of the Minimum 


Wade in : es, bull. no. 12. 
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Weekly rates for the first week in February 1914 and 1916 were as 
follows: 


Per cent of workers with rates of 


$12 and 


under under under under 
$6 $7 $8 $10 over 
1914 19.1 30.6 43.7 80.2 10.0 
1916 6.1 12.9 18.6 76.3 13.3 


In all the establishments which raised wages in pursuance of the 
commission’s recommendations only 1.6 per cent of the female em- 
ployees were paid at rates below the recommendations.” On the other 
hand, in the stores where the recommendations were not followed, 48.4 
per cent of the workers were paid at rates below the minimum. In 
these latter stores the wage situation had changed but little since 
1914. A separate study of five-and-ten-cent stores showed practically 
the same results. It is evident, then, that this decree was accom- 
panied by considerable increases in wages. As important causes other 
than the decree seem to have been absent, the commission can claim 
the chief credit. 

The results of the other decrees issued before 1920 are similar. 
While all decrees have been followed by substantial wage increases, 
it is impossible accurately to estimate the part which the decrees have 
played. It must be remembered, however, that the wages of the 
classes of labor affected by these decrees did not respond to war 
conditions as did the wages of skilled and organized labor. Of the 
investigations made by the commission about this time, those in the 
paper box and canning and preserving industries were the only ones 
to reveal decided changes in wages because of war conditions. After 
one such investigation the commission said, “The low level both of 
rates and earnings is the more surprising, in view of the labor shortage 
and the competition with munition factories........ It serves, how- 
ever, to show the persistence of low wages in occupations which depend 
mainly upon the labor of unskilled women and girls.”” However much 
the effects of the minimum wage decrees may have been obscured be- 
fore 1920 by war conditions, after this date increases in wages because 
of such conditions could not have been important. 

The second decree for the women’s clothing industry raised the 
rate to $15.25 on July 1, 1920. In 1918, 78 per cent of the women 
were receiving less than $16.00 per week; in 1920 only 25.9 per cent 
of the women were receiving less than this sum. How much of this 
increase came after 1919 is again uncertain. 

*These were in part subnormal workers. 

*Minimum Wage Commission, Sixth Annual Report, p. 23. 
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piece rates which affects the wages of all workers employed under those 
rates. 

It is apparent that the Massachusetts law has done much to ameli- 
orate the condition of working women. It does not follow that the 
declared object of minimum wage legislation, the securing of a cost- 
of-living income, has been attained. This point has already been 
touched upon but it deserves more detailed treatment. 

In the first place, the budgets as drawn up by the wage boards have 
in many cases been inadequate when judged by a cost-of-living stand- 
ard. We shall not enter into a discussion of what constitutes a proper 
budget for a working-woman, but there are certain items which do not 
appear in the budgets of many of the wage boards that beyond ques- 
tion belong there. For example, the first brush board, the first candy 
board, the first laundry board, and the second women’s clothing board 
made no provision for insurance, savings, organization dues, or inci- 
dentals. The muslin underwear board failed to include any items for 
“self-improvement,” vacation, recreation, insurance, or savings. Such 
illustrations could be multiplied. 

The amounts allotted to these items have varied greatly in the 
budgets as presented by the different wage boards. Of more impor- 
tance, however, is the variation that has existed in the totals. The 
men’s furnishings wage board drew up a budget amounting to $10.45 
in the summer of 1917. The muslin underwear board, although re- 
porting six months later when the cost of living was presumably greater 
drew up a budget of only $9.65. One board reported a budget of 
$12.50 in the fall of 1918. Six months later another board agreed 
on a budget of only $11.00. Two budgets were reported in the fall of 
1919, one for $13.00 and the other for $15.30. It is true that each 
occupation has its peculiar conditions, but such lack of uniformity 
can hardly be justified.” 

A second reason why the minimum wages as determined by the 
wage boards do not provide enough to defray the cost of living is the 
fact that rates are usually made on the basis of regular employment. 
Although the problem of seasonal unemployment has been discussed, in 
no case has there been a decree which has fixed a minimum rate sufficient- 
ly above the weekly budget to care for unavoidable unemployment 
exclusive of legitimate vacations.” The fact that most of the industries 
which are placed under decrees are seasonal renders this problem a 
serious one. 

*The writer was assured that the commission discourages this practice. The 
public representatives of the more recent boards have been called to a conference for 
the purpose of securing more scientific budgets. 


“The length of the working week has, of course, been considered in determining 
hourly rates. 
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the law mandatory, a recent committee of the Massachusetts legislatur: 


recommended that the law be continued practically in its present form 
until a fairer trial has been given it. 


Minimum Wace Decrees Estasiisuep 1N 


= 


Date 


MASSACHUSETTS UP 


ro Jury l, 


Rates for 


Standard learners 


Occupation! 
effective rate prentices 
per week 
Brush making (1). Aug. 15, 1914|154c. per hour 65 per cent of 
standard 
sundrying (1). Sept. 1, 1915 | $8.00 per week $6.00 to $7.50 
Retail stores (1) \Jan. 1, 1916 | $8.50 “ $5 .00 to $7 .00 
Women’s clothing mfg. (1 Feb. 1, 1917 $8.75 “ . $6.00 and $7 .00 
Men’s clothing and raincoat mfg. 
sacs Jan. 1,1918 | $9.00 “ “ $7.00 
Men's furnishings mfg. (Shirts 
overalls, neckwear, etc. 1 Feb. 1, 1918 | $9.00 ‘ as $7 .00 and $8 .00 
Muslin underwear mfg. (Under $6.00, $7.00 and 
wear, aprons, kimonos, etc.) (1).;Aug. 1,1918 $9.00 “ $8 .00 
Retail millinery shops |Aug. 1, 1918 |$10.00 $3.00 to $7.50 
Wholesale millinery shops. \Jan. 1, 1919 |$11.00 $6.00 to $9.00 
Office and other building clean- 30c. per hour for 
ing (1 ‘“ Apr. 1, 1919 |night work, 26c. for|(No 
day work 
Canning and preserving... Sept.1,1919 /$11.00 per week $8 .50 
Candy making.. Jan. 1, 1920 |$12.50 . $8 .00 
Men’s clothing and raincoat mfg.| 
iFeb. 1, 1920 {$15.00 “ “ $7.00 and $10.00 
Corset making ‘ |Mar. 1, 1920 $13.00 $8.00 and $10.00 
Knitting mills (Other than stand-| j 
ard lines of hosiery and under 
wear ) iJuly 1, 1920 $13 $8.50 
Women’s clothing mfg. 1, 1920 |$15.25 “ $10.00 and $12.00 
Paper box making (1 1, 1920 |$15.50 “ $9.00 and $11.00 
Office and other building clean $15.40 
ing (2).. iFeb. 1, 1921 jor 37c. per hour No special rates) 
Minor lines of confectionery and] 
food preparations INov. 1, 1921 |$12.00 per week $8.00 to $10.00 
Women's clothing mfg. (3 |May 15, 1922/$14.00 “ “ $9.00 and $11 .00 
Paper box making (2 May 15, 1922/$13.50 “ “ $8 .50 to $12.00 
Retail stores (2).. lJune 1, 1922 |$14.00 “ $10.00 and $12.00 
Men's furnishings mfg. (2 iTune 1, 1922 |$13.75 “ Hs $8 .00 to $12.00 
Muslin underwear mfg. (2).. June 1, 1922 |$13.75 " $7.50 to $12.00 
Laundrying (2). July 1, 1922 {$13.50 “ “ $11 00 and $12.50 
Brush making (2). 'Mar. 1, 1923 |$13.92 “ $9 and $12.00 


*Figures in parentheses denote the number of the decree, whether first, second, ot 
third, for the particular industry concerned. 


Princeton University. 


*Compiled from Minimum Wage Commission, Statements and Decrees C 
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Famines breaking out in many parts of the earth have thrown a 
strong emphasis on the danger of trying to get on with such limited 
supplies of food stuffs as are reserved by speculators and dealers, and 
the coal strikes have added emphasis again to the peril of being imme 
diately at the mercy of transportation facilities. Why should we not 
sell our hoard of gold while it can yet find a market, and provide in 
stead storehouses at carefully chosen strategic points, mainly near 
centers of consumption, in which we can lay up great quantities of 
non-perishable commodities having an unceasing consumption value, 
and base our currency on these; the government guaranteeing never 
to let the values in store drop below a certain proportion to the circul 
ation, just as it formerly agreed to keep in store a given amount of 
silver (of very wncertain value) for each silver certificate issued ? 

It would have been of enormous benefit to the European nations of 
late if, instead of hoards of gold, they had had warehouses full of grain, 
and had we had stored near each of our great centers of consumption 
six months’ supply of coal, coal strikes would have had no such terrors 
as we have felt from year to year. 

Since the time of Pharaoh’s lean kine the advantage has been recog 
nized of a reserve of grain enough to carry over more than a year in 
case of complete crop failure, and the war has emphasized this. But 
grain is not the only thing which should be stored in this way. Cotton, 
wool, and flax should be included, and all manner of non-perishable 
staples, such as coal, crude oil, lumber, pig iron and copper, and even 
certain basic manufactured articles, such as condensed milk, meats 
dried or otherwise preserved, cement, and steel rails, for which an 
emergency demand might arise. It is easy to provide for replacing old 
crops by new from time to time, and so with other semi-perishables. 
This is not the place for discussion of details, but I wish to point out 
the double object thus attainable of insurance against calamity and of 
stabilizing our currency and markets. 

We could thus expect automatic relief in many ways. For instance, 
whenever grain rose to famine prices, owing to scarcity, the increas¢ 
in value of that in store would allow of disposing of some without im 
pairment of the guarantee; and if still more were needed, the sum de 
rived from its sale could be invested at once in other reserve products, 
thus increasing the market for these at their relatively depressed prices, 
and stimulating other business just when it would otherwise be likely 
to suffer for a market, as generally in time of want. If the public 
warehouse supply became available to the extent of 10 per cent when 
ever the market price rose to 5 per cent above the average purchase 
price, with a further 2 per cent for each additional 1 per cent advance, 
we should have an automatic wholesale price regulation, which would 
prevent price manipulation by speculators, but this would still be flexi 
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that originally contemplated. If, instead, the price continued to fall 
n spite of purchases, these would continue until, for instance at 94 
cents, the total value was 6 per cent above the schedule and the quan 
tity 106/94 or 12.4 per cent above that contemplated. On the whole 
this would work to the advantage of the entire community. Consumers 
would not live in fear of famine prices, nor the farmer that a great 


crop might destroy more value than it made. He would profit less in 


lean years, but more in the fat ones, and it would relieve all from the 
llegitimate profits of the speculator and the middleman. 

Determination of what staples should be adopted, and in what pro- 
portions, to make the norm is a matter for careful study. We should 
have to face difficulties over this similar to those with the tariff, though 
much simplified by limitation to non-perishable staples; and we should 
have competition between cities for warehouse points similar to that 
over the federal reserve banks. Still, no one denies that the reserve 
bank system is of value, even though political influences unduly swelled 
the number of these banks, and the competition in this case can be kept 
within bounds by asking each competitor what proportion of the cost 
it will provide. If the idea is sound, such superable obstacles should 
not prevent its adoption. 

Probably it would be necessary to apply a limit to the amount of 
any one commodity to be purchased of, say, twice the recent average, 
annual, domestic consumption, in order to prevent dumping on the 
government, and many other points will require careful study, but no 
substantial improvement in system is ever put through without meeting 
such difficulties. 

Of course, accumulation of such great reserves could not be com- 
pleted for many years, which is well, for construction of the store 
houses would likewise require much time, but probably the steadying 
effect of the system would be felt long before. 

N. T. Bacon. 
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went to British smelters at Singapore. In 1903 the International Tin 
Company was organized in the United States. It is understood that 
this company was backed by the Standard Oil Company, which hoped 
through it to secure return cargo for its ships carrying oil to the 
Far East. The new tin company erected a small smelter near the 
port of New York but before the project could be fairly launched the 
Federated Malay States enacted a prohibitive export tax on the ore 
amounting to $13.53 per hundredweight on all shipments not carrying 
a guarantee that the smelting would be done either at the Straits 
Settlements (Singapore), in Australia, or in Great Britain. Subse- 
quently, the then governor of the Federated Malay States published a 
book in which he stated that this tax was enacted “for the purpose of 
preventing the transfer of the smelting industry to the United States.” 
(The smelter of the International Tin Company was very small and 
could only have produced an insignificant amount of pig tin.) 

In 1916 the American Smelting and Refining Company established 
. tin smelter at Perth Amboy, New Jersey, and that was followed in 
turn by four other smelters. These plants drew their raw materials 
from the more inaccessible and less rich Bolivian supplies. 

In 1916, lest the protective effect of this tax be broken down by 
supplies from another British colony, a similar tax was enacted on 
shipments of tin ore from West Africa. It is not known whether any- 


one in this country was aware, at the time, that ore was available from 


that colony, for none has been shipped direct to this country, but as 
i matter of fact about 22,000 natives are normally engaged in mining 
tin ore, most of which is sent to Wales for smelting.’ 

Under present conditions the new American smelters cannot com- 
pete, and application was made to Congress in 1922 to establish a duty 
on pig tin of le. per pound, which was considered sufficient protection. 
This duty was not enacted, although it was shown that such a duty 
would be negligible in its effect on domestic prices, on canned goods 
and tobacco containers—the principal items to be affected outside the 
Standard Oil Company’s kerosene cans. As a result, all of the new 


smelters have been forced to shut down with considerable losses. 
Palm kernels. 


A differential export tax on palm kernels from West Africa was 
enacted by Parliament in 1916, with the backing of Bonar Law, osten 
sibly to prevent German competition with the oil crushers at Hull, 
England. Prior to the war Germany had taken 75 per cent of the 
West African output of palm kernels. The crushers at Hamburg had 
a decided advantage over the English crushers because of the fact that 
the farmers of Germany had learned to use oil cake (the residuum from 


*?U. S. Tariff Commission, Colonial Tariff Policies, p. 307. 
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skins into tanneries of heavy hides. Such a change is easier than the 
reverse to bring about in that industry, because it is easier to increase 
than to decrease the necessary mechanical installations. Prior to the 
war Germany was tanning over half the output of heavy hides from 
India, but the lighter skins were tanned largs ly in India itself. India 
therefore prohibited the tanning of skins in 1917 in order to encourage 
the tanning of the necessary hides for war purposes by the existing 
plants. ‘Thus an established industry was broken down and what was 
practically a new industry at that time for India was started. Other 
countries thereupon began to set up light tanneries for supplying the 
markets hitherto filled by Indian tanned skins. 

To protect the new industry of heavy tanning in India and at the 
same time to resuscitate the older one of tanning skins, an embargo 
was imposed in August, 1919, on all exports of both untanned hides 
and skins to points outside the British Empire. So much objection 
developed from other nations that within a week the embargo was 
withdrawn. A month later however the immediate enforcement of an 
export duty was proclaimed by the government and not until after it 
had become a fait accompli was it accepted by the legislative council. 
The duty was set at 15 per cent ad valorem on exports of untanned 
hides and skins, with a rebate of two thirds of the tax if the tanning 
was done within the British Empire. The ad valorem duty was con- 
verted to specific rates by means of official announcement from time to 
time of scales of valuation. This accomplished indirectly what the 
previous unpopular order had attempted to enforce directly. 

The principal opponents to the tax founded their arguments on the 
fear that the United States could or would retaliate in some way. In 
this country the war had resulted in the establishment of a glazed kid 
industry when India ceased the tanning of goat and kid skins, the 
product of which had grown in the few years up to 1919 to $100,000,- 
000 annually. The new Indian tax at one blow destroyed this in- 
dustry, affecting over 19,000 workers, according to a report published 
in Hide and Leather (Oct. 4, 1919). Moreover, the tanning industry 
in general has been seriously disturbed by the new tax. It is stated ina 
memorandum prepared for the Philadelphia Chamber of Commerce 
that the amount of the differential duty exceeds the profit of the 
American tanners. Relief is cut off by similar export duties on hides 
and skins imposed since the Indian legislation by South Africa, West 
Africa, and other British colonies. Spain has also enacted an export 
duty of 20 per cent on hides and skins. 

Thus many important sources of raw materials for the tanners of the 
United States are walled off by high export tariffs, whereas British 
competitors have free access to their supplies. Our natural defense 


‘See The Americas, Feb., 1920, pp. 13-14. 
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On Nov latest export tax on an important raw 
product went British colonies of the Malay Penin- 
sula (Cevlor scheme also) placed a progressive ex 
port tax on n percentages of the 1920 production 
of 335.000 t nies. As far back as 1913 prophecies 
were made ¢ n the plantations which were then 
being start eir full output. Since that time thi 
prophecies h n many places but they were unheeded 
so long as t vth of the rubber-manufacturing in 
dustry in tl pecially the production of tires, con 
tinued to ab s and keep the price of crude rubber 
it or near ti 

The invent | production of cord tires, which more 
than doubled business depression of 1921, and th 
cutting of t for rubber to less than half the pre 
vious consul these two causes, brought about th: 
erash which ] esied. Crude rubber which had been 
selling in At cents per pound dropped in price to 
iround 12 ec lerably below the cost of producing and 
delivering t York. 

The larg r plantation is in the Dutch colony of 
Sumatra, Ce ve been established in the British colo 
nies In ger i ons are more or less directly financed 
by our larges ‘ing companies and the parent con- 
cerns provid ven in the worst period for the entire 
output of thes ed plantations. The British plantations, 
on the other har th large unsalable accumulations. To 
cease product version of the plantations to jungle 
conditions, | seemed, would only pile up tons of 
inmarketabl! 
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the position of the industry “with grave concern” and reported that 
estimates of consumption showed that it would not catch up with 
production for some years and that the probable 1922 consumption 
would be but 75 per cent of the 1920 output. They suggested several 
tentative plans for reduction of output, of which the so-called ““Steven- 
son plan” was adopted. This consists of a sliding scale of export 


taxes based on percentages of 1920 production as follows: 


Rate on all exports ‘er cent of 1920 outpr 
id. per lb. .. up to 60 
2d. per Ib.... 61 “ “ 65 
66 70 

ls. 2d. “ 100 


— 


The Colonial Secretary was further directed to do what he could 
to induce the rubber plantations in the Dutch colonies to join in the 
enactment of similar measures to restrict output. 

The effect of this latest export tax, although it is not preferential 
so far as available reports indicate, is obviously to relieve the situation 
of the British at the expense of the American-owned plantations in 
those colonies. The latter are just beginning to reach productive age 
and their output is increasing rapidly as regular tapping is extended 
through new acreages, while the British plantations are, for the most 
part older. About 70 per cent of the crude rubber of the world is 
produced in the British colonies, and British capital controls perhaps 
15 per cent more; the United States on the other hand consumes 70 
per cent of the normal output of the world. 

Following the imposition of the new export tax, the price of crude 
rubber rose from about 12 cents per pound to a level around 27 cents, 
and fluctuations since then have been from the latter as a base. It 
has been calculated that the total charge against the people of the 
United States, during the first year of the operation of the Stevenson 
plan, was about $73,000,000 after deducting that amount of the extra 
cost of rubber goods due to the rise in exchange, during the interval, 
from $4.43 to $4.60 to the pound sterling. Behind this protection the 
cost of production increased at the rubber plantations about *4d. to 
ld. per pound of crude rubber, so that the net gain of the rubber 
merchants may be said to be $53,000,000, or about two thirds of that 
part of the increased cost of rubber which arose from the operation of 
the export tax. The above figures are based on an estimated American 
consumption of 285,000 tons of crude rubber in 1923. 
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Comtaten iking use of export tariffs, mostly 
without pi vever, in the economic struggle now 
n progress ocation of industries caused by th 
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countrv hol trol. Thus the economic incidence of 
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This is es long list of export tariffs of the new 
states of cen e commerce is being kept in turmoil by 
tariff wars, t vhere new taxes will appear next, and 
the shifting to week. Elsewhere, however, thi 
export taxes nding, and are largely confined to raw 
materials yuntries. Their existence, although not 
altogether f ve to friction, does not contain so great 
a threat to ternational commercial relations as do 
the new tal n de scribed in detail. It is the sudden 
distortion of s by this artificial means, destroying 
at one blow ses and making investments worthless 
over night, w n between nations. 

A long list tant export taxes in British colonies— 
some prefert porting to be for revenue only and some 
evidently fo1 plete prohibition of exports to other 
than British enumerated, which have been put in 
effect in rece! xes exist already in twenty-three differ- 
ent British ex yver the globe. Especially important 
is the organi preferences between the various Bri- 
tish West Ind ( ind Newfoundland, which was started in 
1913 and has | ' ended since the war.’ 
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Most of these export duties are either small in amount or are on 
unimportant products, and even with their preferential features might 
not be considered of importance as solitary cases; but their large and 
nereasing number coupled with the facts that for sixty years Great 
Britain has followed a free-trade policy, that international trade has 
grown up founded on that policy, that the British Empire comprises 
over a quarter of all the land area of the world, and that all nations 
are today dependent on the products of the empire, make this new 
policy of enormous potential consequence to all other nations. 

At the present time, moreover, two new pref rential export duties 
have been proposed and are being actively sponsored, which, if enacted, 
would add two more important world industries to the list of those 
already disturbed by Great Britain’s new policy. The first of these 
proposed taxes is on jute from India, and the second on wool from 
Australia. 

The result of the December, 1923, election has indicated, however, 
that the English people are not prepared to abandon their traditional 
policy of free trade. In the face of this decision it would be anomalous 
indeed if they extended, or even continued for a considerable time, a 
system of preferential export taxes on colonial goods which embody 
the protective principle in a form especially irritating to other nations. 

GoRTON JAMEs. 

Harvard Graduate School of 

Business Administration. 
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MUNICATION 


C President Plehn’s Address 

It was wit rest that I listened to President Plehn’s 
able and thoug! ress on the nature of income. It marks a 
step forward n to the subject and as a stimulus to mor: 
attention to t onomists. 

I was per find that his thought is so consonant with 
the conclusiot Vature of Capital and Income, and I agree, 
to a large « ment that the discrepancies between his 
conclusions at to the different objects aimed at. He seeks 
to formulate 1 rpreting the income tax. I sought, on the 
other hand written before our income tax had been 
adopted ), to nomic analysis. A third variety of aim 
is noted by I ely, that of the National Bureau of Eco- 
nomic Resear statistically. 

There can | that these three objects do require three separate 
treatments. | is, nevertheless, that there is a more 
perfect harm than Professor Plehn seems to think, and 
that the differ y differences in principle but in practical 
application. 

I have adm Plehn says, that the definition of income 
which I belies rrect will not serve as a complete practical 
guide in deter r an income tax. I will add that I think 
Professor Plel rve better. But if this be true it is only 
because they afio lence of conformity to true economic prin 
ciples. 

In short, tl for economic analysis, as formulated in 
my book, shou tion stone on which to build and by which 
to judge the ther for statistical measurements or for 
income-tax det lawsuits and judicial and administrative 
decisions to w tax has given rise, notably regarding stock 
dividends, affor »f the practical help to be had by going 
back to first ve that the income concept is, without 
exception, the concept in economic science and that on 
fully grasping nterrelations with other concepts largely 
depends the f * economic theory and of its application to 
taxation and st 

According t me is always relative to the source from 
which it comes ncome consists in a service rendered by 
some kind of « uman beings). The amount of income in 
a period of tin f such services rendered within that period. 
But most ser\ ielding of lumber by a forest, are double 
faced events, « While, as services of the forest, the yield 
ing of lumber t neome, that same event, the passing over 
of the lumber r] f the forest to that of the sawmill, is 
“outgo” for th t is at once a credit and a debit and account- 
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ants so treat it in double-entry bookkeeping for the two departments con 
cerned, the forest and the mill. The net income is therefore zero at each 
such carrying forward, or severance from one corpus and attachment to 
another, even in the case of a coupon cut from a bond. But in the end the 
succession of items so carried forward reaches the final stage, the satisfaction 
of wants, which, unlike its predecessors, has no negative counterpart. 

Theoretically, therefore, a meticulous income tax should pursue its victim 
to his dining table and take toll from each mouthful, and should go with him 
to the theatre and tax every laugh. No tax which stops short of these final 
satisfactions can ever be a perfectly exact income tax. But, since such a 
system of tax collection is impracticable and absurd we are thrown back to 
the earlier stages and forced to take them as a gauge, an anticipatory gauge, 
of the final income. 

It is this necessity of gauging the flow at the mouth of the stream by the 
flow at some point higher up which anticipates it, that introduces all the 
practical problems of reckoning income correctly. We can never tell exactly 
from the flow higher up stream what the flow at the mouth will actually be. 
Most coupon cutting represents not only income from bonds but, a few days 
later, nourishment, shelter, clothing, amusements, etc., final income. But in 
exceptional cases, like Hetty Green’s, the coupon cutting was chiefly the 
forerunner not of such living expenses but of reinvestments. To tax these 
is to tax savings and not income. The final income in such a case is that 
enjoyed in the next generation when the coupons from these reinvestments 
are cut and do foreshadow expenditure on nourishment, shelter, etc. 

Reversely, a huge profit on the sale of New York real estate which has 
remained in the same hands for a generation is normally reinvested and so 
normally does not foreshadow expenditure on food and drink. But in the 
case of a Rip Van Winkle this profit is so used. Evidently the only chance 
to tax it is before Rip drinks it up. 

But we cannot so individualize unless we follow our subjects into their 
private lives. The best we can do when, as is always the case, we are 
debarred from such inquisitorial procedures, is to make general rules which, 
on the average, will so utilize the record of the flow higher up as best to 
gauge the flow at the mouth. 

It is here that Professor Plehn’s criterion of “recurrence” is valuable. 
The ~ecurring coupon is presumptive evidence of corresponding living ex- 
penses, the satisfaction of recurrent wants; for Hetty Greens are not repre- 
sentative of the general public. Likewise the non-recurring profit on the 
sale of the New York real estate is presumptive evidence of reinvestment, 
for Rip Van Winkles are not representative. 

All that Professor Plehn says as to recurrence of human wants rings true. 
He paints the most vivid picture I have ever seen of such recurrence, a 
recurrence forced on us by nature, involved in our very bodily metabolism. 
Three meals a day, the Saturday afternoon amusement, the summer vaca- 
tion are cycles which set the clocks of our lives. Naturally, we make an 
effort to match these recurrent wants by the recurring receipts of wages, 
salaries, interest and dividends and ordinarily our income-tax administra- 
tion can assume that the match is substantially complete. 


i 

th 

11S 

ks 

he 

en 

Im 

0 

ite 

nd 

ne 

al 

nk 

ily 

in 

in 

ch 

or 

ve 

ck | 

ng 

on 

ly | 

to 

ym 

by 

in 

yd. 

le 

d 

er 

is 

it 


pront on ti 
Does it not 
lifetimes “‘r 
tions whos« 
may so! 


out to be too 


theoretical 


Professor | 
group’ under 
there is no dif 
is in¢ 
dif t n 
or pronts t 
ult e dest 
be spent as in 
not t ret 
the most g 

recurrTrel 
the other ha 
be pres i 
dence to that 

But these 1 
fail te Dp] 


nication [ March 
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Similar criticism might be bestowed on another of Professor Plehn’s 


stigmata of income—“spendability.” Strictly every receipt is spendable, 
i.e., can be spent as income. ‘Thus “spendability” affords no criterion what 
ever, theoretically But practically we are justified in presuming in ad 


vance that some receipts will actually be so spent and others not. 

In short, Professor Plehn’s criteria are of high practical, but low theoret 
ical, value. ‘Their importance consists in making income-tax legislation, 
administration, and adjudication attain a greater approximation to the 
theoretical ideal, but they do not change that ideal itself. 

Irnvinc FisHer. 

Yale University. 
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G Theory and Its History 
{ Lif I By James Putnney Munroe. (New 
Yo ny 1923. Pp. vii, 449. $4.00.) 
[t , Walker that he was unwilling to hav 
biog quarter of a century should hav 
ft had had a chance to prove whether 
id d ng about. 
His wo Both in economics and in education 


ss to the fruitfulness of his sugges- 


tions and dgment. His views regarding wages 
nd profits the accepted groundwork of political 
economy ¢ education have been justified, not 
01 nstitution of which he was presi 
dent, but | ther schools of science in all parts of 

But whi re, the man who did it is beginning 
to fade il Another generation has arisen “which 
nows not J sts of the twentieth century, who 
think of Fi 1s the man who overthrew the wage-fund 
doctrine 01 ern theory of business profits, find it 
hard to und siastic loyalty and affection with which 
we who ar teenth century cherish his memory, 
and acknowled to him for what he was and what 
he did 

This bo understand it. General Walker is 
fortunate in Mr. Munroe was closely associated with 

n his the Institute of Technology—so closely 
that he w e inner workings of Walker’s mind 
ind apprecia ; power. The successive chapters of 
Munroe’s | ngely varied background of Walker’s 
life—the Ma , the four years of army service which 
included nea ilitary experience, the life at Washing- 
ton from 186 t was perhaps the most corrupt period 
of Americat years of economic teaching at Yale, thé 
second Was is Superintendent of the Census of 1880, 
and finally 1 presidency of the Massachusetts Insti- 
tute of Te s varied duties and problems. All these 
are unfolded ther, in a way which leaves the reader 
astounded a d events and contacts crowded into one 


The aut] ’ ry to be told in Walker’s own words as 
far as possi ite in the words of his friends; and he has 
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succeeded in presenting a first-hand picture of a man who was singu 
larly charming, and often singularly elusive. For, in spite of all this 
varied contact with the world, Walker was fundamentally, to the very 
end, a shy and retiring man. The one place where he was unreservedly 
happy was in his own home, and among the circle of those he knew 
best. Those who saw his handsome face and finished manner in his 
office or on the platform little suspected what diffidence that presence 
concealed or what effort every public utterance cost. Most men who 
suffer from this sort of shyness tend to protect themselves by raising 
artificial barriers between them and their fellows. Not so with Walker. 
His instinct was to think of others rather than of himself, of their 
possible embarrassment rather than of his own; and his very shyness, 
when thus combined with unselfishness, led him to do all in his power 
to put others at their ease. To younger men in particular, he was 
‘stion. This 
was the secret of the enthusiasm which he inspired among his fellow 
workers; and it is a peculiar merit of the book before us that it helps 
the reader to understand the source of that enthusiasm and that 


unremitting in courtesy and fertile in constructive sugg 


inspiration. Mr. Munroe has given us, not merely an epitome of a 
singularly varied and interesting career, but an intimate picture of 
the life of a man who was even greater than his works. 

Artruur Twintnc Haptey. 

New Haven, Conn. 

Economics for Everyman—An Introduction to Social Economics. By 
James E. Le Rossicnot. (New York: Henry Holt and Company. 
1923. Pp. 322. 

Economics for Everyman is not a “potboiler” of the conventional 
type, with the customary cut-and-dried chapters on economic history, 
production, consumption, business organization, money, banking, value, 
distribution, rent, wages, interest, etc. The book differs in a number 
of respects from most elementary texts on economics. In the first 
place Dean Le Rossignol has made liberal use of material from all the 
social sciences, particularly from history and sociology. The histori 
cal background of modern questions is everywhere stressed, and the 
historical material is not dumped in a few chapters at the beginning, 
but is used in connection with the particular problems it is intended to 
illuminate. Similarly, there is included material from what would 
ordinarily be called commercial geography, but it is used “where it 
will do the most good,” in connection with specific economic questions. 
Professor Le Rossignol’s years of careful study and scholarly research 
are well shown by the breadth of the field from which he takes his 
material, as well as by the balanced and judicious quality of his con 
clusions. 


ew 
ay 
ier 
ion 
es 
TES 
cal 

oT 
ing 
ich 

ho 
ind 

1c! 
ry, 
hat 
ith 
ely 
ind 
of 
r’s 
rich 
ng 
iod 
the 
SO, 
st) 
1es¢ 
der 
one 
as 
has 


~() 


New Books 


[ March, 


isoning, unconnected with con 


on value, with the customary 


ict value. On the contrary, 

rly discussed in connection with 
those of wages and interest. It 
e writer to bring up no abstract 
ith some meaning by the use of 
s is that the book is concret: 
ss be read even by people who do 


ar and graphic, as would b 


Lined throughout. There are no 
nts, of business organization and 
ness economics; while on the other 


s of social significance are brought 


hese questions are marked by 


ed primarily for use as a text, it 


nd perhaps to some extent even in 


ness administration it seems to thi 


entary texts available. It treats 
ss economics which such students 
1S avoids some of the duplication 
hermore, most students in business 
to the social point of view, and 
this well. In some ways, even 

ve an advantage, because it would 


s book as a text, the reviewer 
+] 


exts that are merely popular 


really instructive. Some texts 


because they cover in black type or 


ts.’ definitions, laws, and “funda 
nts can learn—by rote or othe: 
als” of the science. Freshmen and 
now that a fair share of these defi 
will never see or use or think o 

sor Le Rossignol’s little boo 


its dry bone content is not grea 


Joun Ise. 


| \ 
B 
B 
B 
| 
; 
5* 
| 
| 
: 
| | 
| 


1924 | General Works, Theory and Its History 71 


NEW BOOKS 


\nigs, N. L’économie politique et la doctrine catholique. (Paris: Nouvelle 
Lib. Nationale. 1923. 10 fr.) 


Boum-Bawerk, E. von. The positive theory of capital. Translated with 
a preface and analysis by Witt1am Smart. (New York: G. E. Stechert. 
1923. Pp. 428. $4.) 

Buttock, C. J. The elements of economics. Revised and enlarged. (Bos 
ton: Silver, Burdett & Co. 1923. Pp. vii, 406.) 

Busuee, F. A. Principles of sociology. (New York: Henry Holt & Co. 
1923. Pp. xiii, 577. $3.50.) 

CasseL, G. Theoretische Sozialékonomie. Third revised edition. Leip 
zig: Deichert. 1923. Pp. x, 595.) 


Dieut, K. and Mompert, P. Ausgewahlte Lesestiicke zum Studium der 
politischen Oekonomie. Vol. 16: Das Staatsschuldenproblem. (Karls 
ruhe: G. Braun. 1923. Pp. viii, 266.) 


Evy, R. T. and Wicker, G. R. Elementary principles of economics, to 
gether with a short sketch of economic history. Third edition, revised 
by R. T. Ery and S. J. Brapensurc. (New York: Macmillan. 1923. 
Pp. xiii, 532. $1.60.) 

Ey, R. T., Apams, T. S., Lorenz, M. O., and Youna, A. A. Outlines of 
economics. Fourth revised edition. Social science textbooks, edited by 


R. T. Ery. (New York: Macmillan. 1923. Pp. xiv, 729.) 


i- 


The revision of this widely used text has been very thorough. As the 
authors state: “Few pages remain wholly unaltered. Many of th: 


changes merely have the purpose of attaining increased precision and 
lucidity of statement. Others reflect the revolutionary economic changes 
of the last seven years.......To make room for new material, many 
small excisions have been made here and there, the lists of questions 
formerly appended to the several chapters have been omitted, and the 
chapter on Insurance has been dropped. The discussion of business 
cycles has been considerably expanded and has been made into a separate 
chapter...... The chapter on Profits has been pretty thoroughly r: 

written, the chapter on Interest has been simplified and otherwise altered, 
and there are substantial changes in the second of the two chapters on 
Value and Price. Much new material will be found in the discussion of 
taxation, money and prices, international trade, transportation, agricul 

tural problems, socialism and other topics.”’ 

By an oversight, the use of the word “competitive” for “monopoly” 
in the last line on page 189 reappears in this edition, and at one or two 
other points the language might be changed to advantage; but in general 
the revision has been well and carefully done. Those who found “Ely” 
a satisfactory text before will find it far more useful now. 


Joun Ise. 


“AUBEL, A. L. Principles of economics: an elementary tert. (New York: 
Harcourt, Brace & Co. 1923. Pp. xxix, 413. $1.60.) 

Brevity and simplicity characterize this little book, intended for high 
school and elementary college use. Yet it touches some of the difficult 
questions in economic theory. It differs from most of the elementary 
texts in following, not mainly the classical notions, but rather those of 
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helpful 1: ically, and a rat} 
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end of each chapter. 
Joun Ise. 


jy: a constructive textbook for high 
Chicago: B. H. Sanborn & Co. 1923. 


Revised edition. (London: Methuen 


idial y la amenaza de su decadencia. 
onal; Leipzig: Koehler. 1923. Pp. v, 


ical economy. Translated from the 


Yy onkers-on-Hudson, N. Y.: World Book 


be confused with Gide’s Principles of 
nto seven chapters: Wants and work; 
erty and insurance; Rent and interest; 
on and coéperation. Wants, which are 
economy,’ are found in animals, as in 
re confined to food and shelter. Men 
the “simple life,” not only as a “moral 
rative economic duty,” the simple life 
xury,” but “the substitution of spiritual 
work, but their work “seems to be a form 
1d they “do no more than is necessary’ ; 
ts original simple, natural and joyous 
ure regain, ‘““when labor shall at length 
when it “will no longer admit any 
‘ welfare and the duty of solidarity.” 
likewise appeared in the animal world, the 
the purpose of consumption, sometimes 
who buries nuts. Collective property and 
als, and even capital appears, in the 
nt-lion; but the great difference between 
that animals never used fire. Among the 
ven in the form of barter, was unusual, 
tinctive action, and primitive man, like a 
dispensable articles he possessed. When 
ly needed, he was willing to trade. In 
of gifts, exchange arose, and became 
arn trades and produce more than they 
of exchanging. This of course brought 
hen by the use of money. 
th animals, appeared with man first in 
d, and spread to other movable objects, 
-operty as pertained to the home, and still 
ownership of land resting at first upon 
pread to immaterial things, such as securi- 


right of private property and inheritance 


1? 


72 192 
\ a 
h 
fi 
| 
\ 
I 
| 
| a} H 
J 
i I 
| I 
| 


len 


the 


ook 


of 
rk; 
st; 
are 


in 
cts, 
still 
pon 
uri 
nce 


1924 | General Works, Theory and Its History 73 


are traced with some care, and the final conclusion is that “ownership is 
henceforth to be a public function.” The renting of land, although at 
first sight apparently advantageous to all parties concerned, including 
society generally, is found to involve serious problems whenever land 
becomes so scarce that “the ownership of the soil becomes a monopoly.” 
In the lending of capital (which the author at times seems to confuse with 
money) the lender was at first the stronger party and the borrower the 
weaker, while in recent years this situation has been reversed, with the 
result that whereas lending at interest was formerly condemned, it is 
now regarded as a highly meritorious service. As a result of the growth 
of large urban centers, houses “have become a monopoly,” and house 
rent is destined in the future to take a much larger share of the average 
income. The wage system, at first apparently advantageous to all 
parties, generated many difficult questions when “the possession of 
capital became to some extent a monopoly,” and the workman became 
dependent on the capitalist for his living. Profits are an “unearned 
increment,” although the accumulators of great fortunes “are not even 
monopolists in the ordinary sense of the word but rather accumulators of 
wealth, for they only concentrate it in order to distribute it.”” The book 
ends with a discussion of some of the faults of the present competitive 
system, not nearly so good as that of Clay, and with a brief consideration 
of the trade union, the codperative society and the friendly society, which, 
with the development of a broader social consciousness, will usher in a 
better order. 

The volume is not a textbook on the principles of economics as the title 
seems to suggest. The author explains that the book is designed “‘for 
those who have never studied political economy” and “to inspire them with 
the desire to do so,” but it is a book which economists will enjoy most. 
It is written in characteristic graceful French style, and is easy to read 
at a sitting. The idea of “solidarité” appears, of course, and not a few 
suggestions of a socialistic leaning, but the general tone is reasonably 
judicious. 

Joun 

Hearnsuaw, F. J. C., editor. The social and political ideas of some great 
medieval thinkers. (New York: Holt. 1923. Pp. 223. $3.50.) 

Huser, F. Das Verhdltnis der Nationalékonomie zur Psychologie. (Basel: 
Kober C. F. Spittlers Nachf. 1923. Pp. 88.) 

Jounson, J. F. We and our work. (New York: American Viewpoint So 
ciety, Boni & Liveright. 1923. Pp. 301.) 

Contains 20 full-page drawings, 50 pictorial charts, and some 700 half- 
tone and line illustrations. 

MacGregor, D. H., Leonarp, R. and Hopson, J. A. Some aspects of 
recent British economics. (Chicago: Univ. of Chicago Press. 1923. Pp. 
134. $1.50.) 

Meinona, A. Zur Grundlegung der allgemeinen Werttheorie. (Graz: 
Leuschner u. Lubenskys Univ.-Buchh. 1923. Pp. x, 176.) 

Parten, S. N. Essays in economic theory. (New York: Knopf. 1923. 
$3.50.) 

Piaou, A. C. Essays in applied economics. (London: King. 1923. Pp. 
vii, 198. 10s. 6d.) 
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Puch, A. ] s on social reform. Columbia Univer 
ty stud ry and literature. (New York: Colum 


SARTORIUS \ Einfiihrung in die Volkswirtschafts 
hr ( Politik. Leipz Teubner. 1922. 


ig: 


This is what pedantic introduction to economics. 
The aut his mental attitude is that of a German 
doct ges are occupied with statements of the 
obvious s chiefly descriptive, and it has refer 
ence 1 ns, though it throws no light on the 
present d nce As the title states, the book deals 
not only i theory of econemics but also with the 
economi. [he author’s main suggestions with r 
ird to t part of the city population to the land, 
ind tl idle-class bourgeoisie who according to 
the auth the country. He deplores the too great 
industria vith the sacrifice of the agrarian interests 
to the ma renders the country dependent on food sup 
plies fr s contempt not only of Marx and the 
n who advocate the socialization of the monop 

y by his antipathy to France and Eng 
land l1 of Europe he recognizes the hatred of the 
Russian f h was increased during the last decades of 
the régi fact that almost all industrial undertakings 
in Russ Germ: ins, who were nearly as unpopular in 
Russia a Roumania and Hungary. In reviewing the 
developn ry from Adam Smith down to the present 
the ng remarks on what he ealls ‘“‘the method 
of isolat ut that there is a relativity of economic 


truth just | truth and as there has lately been shown 
on nyone who wishes to gain an acquaintance 
with mod t on economics we would recommend, in 
preferen k, the Grundriss der Sozialékonomik, writ 
tom bw | ling German economists, published by Mohr 
of Tiibin December, 1923, page 669). 
R. R. W. 
ScHWIEDLAN hmer. (Stuttgart: Kohlhammer. 1923. 
Pp. 31 
Dreiundvierzig Vorlesungen. In three 
vols. Vé n des wirtschaftlichen Lebens. Third 
edition. lhammer 1923. Pp. 400.) 


Seacer, H. | lems in economics. (New York: Holt. 1923. 
Pp. xi, 32 

Separat pters on practical economic problems of the 

revised and | edition of the author’s Principles of Economics. 


Seacer, H economics. Third edition, revised and en 
larged lenry Holt. 1923. Pp. xx, 698. $3.00.) 

The n pular text was brought out to meet some of 
the quest war and by post-war developments. The 
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theoretical chapters are practically unchanged, but the book is brought 
down to date in its treatment of various problems: money, banking, prices, 
foreign exchange, railroads, trusts, taxation, labor problems, labor legis 
lation and socialism. The revision has been well done. 

Joun Ise. 


Ste, H. Les idées politiques en France au XVIIe siecle. (Paris: Giard. 
Pp. 371.) 

A very interesting account of French thought in the seventeenth cen 
tury, with especial reference to the precursors of the Enlightenment of 
the following century. As regards economics the two most interesting 
writers are Vauban, more famous as an engineer, and Boisguillebert. 
Vauban protests against the douanes which impeded the free exchange 
of merchandise between one district and another; against war, which is 
the great waster of man’s labor; against the disorder of the national 
finances and the extravagance of the court; against the exemption from 
taxation of the class of office holders; he would abolish all taxes except 
a tithe which should be levied on all alike. De Boisguillebert was one 
of the first to attack the mercantile system of his day. His Dissertation 
sur la Nature des Richesses is far ahead of the thought of his day. It 
emphasizes the fact that it is the small people who produce most of the 
wealth of the state; that the real riches of the country depend on a larg 
population enjoying a comfortable life; that the cultivation of the 
earth is the foundation of wealth; that trade in grain and in many other 
things should be free; that no state gains by the impoverishment of a 
neighboring state. 


R. R. W. 
S1 EIN, Ss Die sociale Frage zm Lichte der Philosophie. ( Stuttgart: Enke. 


Fourth edition. 1923. Pp. xx, 592. 

This is the fourth edition of a book which the learned author has 
modified from time to time since he first published it as a series of 
lectures in 1898. The second edition (1903) was dedicated to Herbert 
Spencer, the present one to Lord D’Abernon. The book is really an 
account of sociology in 41 lectures. The introduction discusses what the 
social question really means; the first part traces the origin of social 
feeling in the race; the second gives an account of the various theories 
of society from the earliest attempts in India and China down through 
the Greeks and the Middle Ages and the Renaissance, to Adam Smith and 
Fourier and Karl Marx. The encyciopedic knowledge of the author and 
his impartiality and appreciation of truth wherever found, make these 
lectures, 13 to 33, instructive and charming to read. The third part is 
given to the principles of a system of sociology > the solidarity of socic ty 
and the rights of every individual born in it form the corner stones of 
the author’s structure. He points out that, to Kant, right was the main 
object of the state, while to Bentham that object was the greatest 
happiness of the greatest number; the modern state begins to synthesiz 
these, a work which the future state will more me arly attain to, securing 
the well-being of the whole of society by means of a more fully developed 


sense of right or justice. The central point of the author's sociology is 
the discussion of the principle of authority. This has not only an his 


torical but a psychological basis. Sociology is a bridge between nature 
and history. The state is more repressive than society. Real tolerance 
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For instance, on the question of socialism, there are five excerpts from 
Ely, and none from Spargo or Laidler. Brasol’s Socialism vs. Civiliz 
ation seems too narrowly hostile to deserve a place here. The extract 
from Mill on profits is clearly out of place, since Mill did not even have 
the modern concept cf profits. It has always seemed to the reviewer 
that a two-page quotation is often not enough to represent a writer's 
views fairly. 
Joun Ise. 


Palgrave’s dictionary of political economy. Vol. Il, F-M. Second edition. 
Edited by Henry Hiaes. (London and New York: Macmillan. 1923. 
36s. ) 


Rational basis of legal institutions. By various authors. (New York: 
Macmillan. 1923. Pp. xxxii, 603. $5.) 

A volume of readings on liberty, property, succession, family, and 
punishment. Under property, readings are classified: theories of private 
property, collectivist and socialist theories, functional and social trust 
theories, and review of modern trends. Introduction by Justice Holmes. 


Systematische Bibliographie der wissenschaftlichen Literatur Deutschlands 
der Jahre 1914-1921. Vol. III. Angewandte Wissenschaften. Part 2. 
Technik und Landwirtschaft. Vol. 1V. Gesamtregister. Edited by 
H. Pragsent. (Berlin: “Kniga.” 1923. Pp. xvi, 173; viii, 88.) 
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Avams, G. B. Civilization during the middle ages; especially in relation 
to modern civilization. Revised edition. (New York: Scribner. 1923. 
Pp. 461. $2.75.) 


Bacut, R. L’Italia economica nel 1921. Anno XIII. (Citta di Castello: 
S. Lapi. 1923. Pp. 460. 241.) 

Ostensibly dealing with the year 1921, this volume, both in its intro- 
duction and in a special appendix, covers also the year 1922. Its publi- 
cation in the year 1923 is perhaps a further assurance that the two years 
are seen in some perspective. Because of the highly disturbed conditions 
in the first part of the period under review and because of the advent 
to power by revolutionary means of Mussolini in the second part, this 
gain in perspective is a matter of great importance. The years are crit- 
ical and are sure to stand forth in a long period. 

It is fortunate in the circumstances that we have so full a reflection 
of the economic and social changes of the era as this yearbook provides. 
In its quality, it stands among the best of the series. With fidelity to 
detail, and yet with a sense for major movements, the changes in trade, 
banking, prices, production, labor, transportation, and finance are care- 
fully traced. Part I deals with the economic situation; part II with the 
economic movement, including a study of the forces behind it. There 
is a classified bibliography of Italian economic and social publications of 
the year 1921. 

Rosert F. Foerster. 


Beats, C. Mezico, an interpretation. (New York: Huebsch. 1923. Pp. 
280. $2.50.) 


\ \ 

ht 
th 
ing 
nid 
ical 
) 
di 
25 
ler 

| 
ueil 
Pp 
h x 
ipli 
al 
t is 

the 

to 
rele 
idk 
Wise 

list 
ded 


id 
B yn 
1925 
> 
Bo 
5 
Lo ( 
n 
hic 
} 
} } 
} 
1s 
il ad 
and tl 
on suc 
n str 
r 
contall 
land a1 
United 
stud 
( rtain 
I'he 
cert 
+} 
TY 
ar il 
Col N 
U nive 
New 
Cos N 
1925 
COwDRI 
in 


New Books [ March 


New York: Funk & Wagnalls 
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\ orld Probl ms in Political Gi 
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ability of the book, although it diminishes somewhat the interest of the 
student who wishes a rather detailed account of the growth of our in 
dustries. The author’s aim has been to present “not only an under 
standing of the fundamentals of economics, the principles upon which all 
industry is based, but also a broad grasp of the facts of history, inter 
preted from the point of view of their bearing upon the practical 
questions of the day.’’ The author’s former connection with one of the 
large industrial companies of the country has given him an intimate 
view of industrial questions which the ordinary writer of textbooks does 
not possess. However, if he has any bias in the question of industrial 
relations, he does not let it enter into his volume. His pleasing style and 
clear methods of presentation add materially to the interest in the volume 

The book is divided into three parts. The first, covering some sixty 
pages, is entitled “Before America became a nation,” and covers what is 
often called the Colonial period. Part II, entitled “The Nation in its 
formative period,” covers about one hundred and forty pages. Part III 
includes more than half of the book, and is devoted to the study of in 
dustry since the Civil War. 

Mr. Cowdrick’s volume differs in several respects from the ordinary 
text in economic history. First, in the method of treatment by means 
of which economic history is related to economic principles; second, in 
the author’s method of selecting for study the critical facts in American 
economic history. In this respect he exhibits a facility for laying his 
finger on the significant aspects of history; and finally, in the absence: 
of pictures, maps, charts, and other illustrative material. In the latter 
part of the book chapters are devoted to “The age of coal and steel,” 
“The supremacy of manufacturing industry,’ “The United States Steel 
Corporation,’ “Anti-trust legislation and prosecution,” and “Labor antag 
onism and its results.” The volume also contains several chapters on 
American industry during the late war. At the end of each chapter 
is a selected list of questions and problems, and a list of supplementary 
readings. 

Isaac Lippincorr. 


Darrow, F. L. Masters of science and invention. (New York: Harcourt, 


Brace. 1923. Pp. v, 350. ) 
Davot, R. Raw products of the world. Vol. 1, Africa. (Taunton, Mass.: 
Davol Pub. Co. 1922. Pp. 264. $1.) 
Based on personal travel in Africa, and a wide range of official r 
ports. Principal products are considered topically, with careful geo 
graphical detail as to country or district. 


Dietz, F.C. The exchequer in Elizabeth’s reign. Smith College studies 
in history, vol. VIII, no. 2. (Northampton, Mass.: Smith College, Dept. 
of History. 1923. Pp. 118.) 


Firicer, F. Outline of the economic history of the United States. (San 
Francisco: Beringer-Harper Co. 1923. Pp. 46.) 

Foutkxe, W. D. The Hoosier autobiography. (New York: Oxford Univ. 
Press. 1923. $2.50.) 

Gortz, L. K. Deutsch-russische Handelsgeschichte des Mittelalters. Han 

ische Geschichtsquellen, V. (Liibeck: O. Waelde. 1922. Pp. xvi, 
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Sane A { ne Volker- und Landerkunde zum 
Gebrau ! 0 Gotha: F. A. Perthes. 1923. 
Pp. x, Ti 

Hacen, M nial politik. Stuttgart-Gotha: F. A 
Pert! 

Hart, A. B New York: American Viewpoint So 
ciety, Bon Pp. 319 

Hauser, H ir l'économie national. (Paris: Fer 
nand Nat 03 5 fr.) 

The aut readable treatise is professor of econouaic 
history at t rsity of Paris. The title, Discourse on 
National Fx reflects at once the modesty of the author 
und his cu tory rather than economics. Though 

it is really the result of ripe scholar 
ship and of value partly because of its con 
structive s ly because it gives an up-to-date descrip 
tion of « France 1918-1922). Except for the 
part on { ‘k is of real service as a supplement to 
existing tex c history of the continent. 

The autl h in the syndicate or cartel. By organ 
ization, ac nd according to industries, it would be 
possible t prevent ruinous competition, and extend 
foreign tra he economic order should be a govern 
mental bur i nomous, to act as the keystone of the 
national az n be harmonized both public interest and 
private init nevertheless, is keenly conscious of the 
government Its matches do not light, its tobacco is no 
good. WI to distribute sugar and coal, these commodi 
ties disapps Its railroad coaches go empty; its autos 
rust in the ll short of full cargoes. And yet, we 
observe, acct or France must continue to rely upon 
its honest 

France | ( f railroads in Paris, and lacks inter- 
regional lin racking is needed and the example of the 
south in el is should be followed elsewhere. Swiss 
goods, instea ri via Rotterdam, should be shipped 
through Fre The problem of securing a more favor- 
able balance ilt one. Foreign whisky and chewing 
gum might lly agricultural machinery, wool, and silk. 

Learned France, widely acquainted with economic 
conditions ir the world, and familiar with the literature 
of his own Hauser is a good example of the well- 
rounded Fre om scholarship is both a science and an 
art alike at t tudents and his government. 

N.S. B. Gras. 

Hayes, R. B f Rutherford Birchard Hayes, nineteenth 
nresident of Vol. II, 1861-1865. Edited by C. R. 
WituiamMs Ohio State Archaeological and Historical 
Soc 1922 

Hetrrericu, k Siemens. Ein Lebensbild aus Deutschlands 


grosser Zeit. ‘ Berlin: Julius Springer. 1923. Pp. vii, 403.) 
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Hinricus, A. F. The democratic machine. Columbia University studies 
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The author condemns as impracticable and uneconomic all tl 
schemes offered for keeping up the volume of food production attained 
by British agriculture during the last vear of the war. He believes 
that England’s agri ultu ‘e will again become primarily past yral and 


piles as his reason for this conciusion 


that the English fan has 
become habituated, through several generations of experience, to a 
ve-stock type of farming. In the opinion of the reviewer, his pre 
diction 1s probably accurate but his reason is erroneous. It seems 
evident that English agriculture became what it was befor the war 


ause the soil and climate are such that the working out of 


le of comparative costs made the utilization of English land through 
ve stock more profitable than through intensive cropping; and that 
same forces will bring a return to the pre-war type of farming. 


The remainder of the book is devoted to interest ng dise 


issions ol 


icultural labor, markets and marketing, agricultural coéperation, 
wheat supply of the United Kingdom, forestry, and available sta 
tistics on British agriculture. 

The treatment of these various subjects must commend itself to 
the careful student of agricultural problems. The author approaches 
each of these problems from the historical point of view. His econom 

lysis of them is sound. He makes frequent reference to conditions 


ib ‘oad, holding the se up for comparison with British col ditions. a he 
1 


book is verv readable and makes a valuable addition to the literatur 


on English agriculture in its economic aspects. 


C. L. Houmes. 
State College. 
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synthetic treatment of the entire subject. Still in the prime of a life 
time of active railway experience, President Loree, of the Delaware & 
Hudson Company, has therefore in the preparation of this volume 
performed a signal service. It is an all-round treatise on railroading. It 
goes into the engineering, the mechanical, the operating, and the labor 
phases ; the problems of terminals, engine and track arrangement, shop 
practice, and train movement; car supply and distribution; railway 
organization, and the records set up to indicate how the organization 
is functioning. From the first paragraph, dealing with the rather 
prosaic topic of drainage, to the final paragraph on the “grammar 
of industry,” the volume is filled with practical comments and sugges- 
tions on railroad practice. 

These subjects are treated with a master pen. The author’s in 
sistence that the railway executive should be primarily a transporta 
tion man is well supported by his own long and extensive experience. 
The two most vital and most often neglected phases of the railway 
problem are, in his opinion, “transportation, and the men engaged in 
transportation.” 

By “transportation” is meant, of course, the rendering of service. 
“All of the functions of a railroad,” he says, “arise from and focus 
in transportation. As they have become highly specialized, the func 
tions of each department have found exposition in many books. But 
no book has been written immediately concerned with transportation, 
the reason for the existence of the railroads.” 

To the man problem—the human element in the railway industry 
he devotes the longest section in the book. 

To quote Mr. Loree’s own words regarding these two phases: 

Master of Transportation! Once a significant but now an obsolete title, 
how many are there in the service today competent to bear it? Yet until 
we have Masters of Transportation and a goodly number of them; until 
their voices are not only heard but heeded; until, in short, transportation 
again comes into its own, we shall fall far short of making our railroads 
what they have been and may be again—chief among the servants of our 
industrial civilization. 

There is another factor even more seriously neglected. During the last 
generation how little thought has been given to the management of men! 

Although Mr. Loree writes in an unusually clear and simple way, 
and explains many of his terms, some will be found difficult by the non 
technical reader, including the student of railway problems who has a 
fair understanding of the general aspects of railway operation, without 
having acquired a ready familiarity with its technical terms. Into 
this class would fall teachers and students of transportation in univer 
sities, colleges, and schools. The preface explains that the volume was 
written primarily for railway officials, and to them the language will be 
clear enough. In fact, the volume is the outgrowth of a series of 
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the activities of trade unionism are manifested through two economic 
ces—restriction of members and the common rule.” 

\s to discipline, the author advocates strict, but fair and uniform 

eatment of the men at all times, which he sums up in the phrase, “a 

st but inexorable strictness.” In this section appears the anecdote 

he English schoolboy, who said of his head master: ‘“He’s a beast, 
it he’s a just beast.” 

Not the least attractive features of the book are the philosophical 
comments that form the headings of the several chapters. In addition, 
there are many comments on the philosophy of life and of life’s activi- 

es. Such, for example, are paragraphs on the theory of capital 


(p. 729), the levels of human intelligence (p. 643), and on reading 


(p. 171). “Far more important than reading books,” says the au 
thor, “is cultivation of powers of observation and study of men.” 

The acid test for any volume is the extent to which it adapts itself 
to constant reading and use, and Loree’s Railroad Fre ight T'rans porta- 


tion will meet that test for any student of practical railroading today. 


J. H. PaARMELEE. 
Washington, D. C. 
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Anpverson, H. Die Privatgiiterwagen auf den deutschen Eisenbahnen. 
Beitrige zur Lehre von den industriellen, Handels- und Verkehrsunter 
nehmungen, 7. (Jena: Fischer. 1923. Pp. xvi, 204.) 


Arrerspury, W. W. What should be done about the railroads? Address 
before the Philadelphia Forum, November 14, 1923. (Philadelphia, Pa. 
Railroad System. 1923. Pp. 13.) 


Barun, A. Histoire de la Hambourg-America-Line. (Paris: Payot. 1923. 
15 fr.) 
From the private journal and unpublished documents of Albert Ballin. 
Benson, W.S. The merchant marine. (New York: Macmillan Co. 1923. 
Pp. x, 182. $1.75.) 

Admiral Benson’s The Merchant Marine, one of the Knights of Colum 
bus Historical Series, is similar to the few books on that subject written 
in this country. I+t begins by reference to the Phoenicians and Cartha 
genians and for the first six chapters continues to deal with what used 
to be called shipping. The student, however, knows that shipping as a 
common carrier dates back only to 1800, and that there are few lines of 
reasoning less sound than that a piece of legislation which produced a 
certain result in 1779 will produce the same result today. There is 
little in the first six chapters to distinguish the book from several others 
on the subject. Indeed, the author says, “I have drawn very largely 
from the works of Mr. John R. Spear, Mr. Winthrop L. Marvin, 


and Mr. William W. Bates as aids in research and in quotation from 
texts.” 


The more interesting and original parts of the book are the introduc 
tion and the last four chapters. In the introduction is found perhaps the 
most convincing argument for the support of a large Amercian merchant 
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Address before Virginia Good Roads Assoc. (New York: National 
Automobile Chamber of Commerce. 1923. Pp. 15.) 


MacVeaGu, R. The Transportation act, 1920; its sources, history and tect. 
(New York: Holt. 1923. Pp. xxvii, 968.) 


Parex, A. T. Traffic management; a practical tert particularly designed 
to aid in the development of freight traffic ability. (St. Louis, Mo.: 
Commerce Text Book Co. 1923. Pp. xiv, 425.) 

Trorrman, N. History of the Union Pacific: an economic and financial 
survey. (New York: Ronald. 1923. Pp. vi, 412. $5.) 
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tion of this company at the beginning of 1923. (New York: Wood, 
Struthers & Co., 5 Naussau St. 1923. Pp. 16.) 


Die deutschen Eisenbahnen, 1910 bis 1920. UHrsg. vom Reichsverkehrs 
ministerium. (Berlin: Springer. 1923. Pp. v, 409.) 


Finding the facts. (Bethlehem, Pa.: Traffic Dept., Lehigh & New Eng 
land Railroad Co. 1922. Pp. 48.) 


Inland water transportation in the United States. U. S. Dept. of Com 
merce, Mise. series no. 119. (Washington: Supt. Docs. 1923.  15c.) 


Interstate Commerce Commission reports. Vols. 72 and 76. Decisions of 
the Interstate Commerce Commission of the United States (Finance Re 
ports), June to October, 1922, and November, 1922, to March, 1923. 
(Washington: Supt. Docs. 1923. $2 each.) 


National Association of Railway and Utilities Commissioners, proceedings 
of thirty-fourth annual convention, Detroit, Michigan, November, 1922. 
(New York: State Law Reporting Co. 1923. Pp. iv, 454.) 


The ports of Mobile, Alabama, and Pensacola, Florida. The port of Phila 
delphia, Pennsylvania, including Camden, N. J., Chester, Pa., Wilmington, 
Del. War Dept. Corps of Engineers, U. S. Army, and U. S. Shipping 
Board, Port series nos. 3 and 4. (Washington: Supt. Docs. 1922. Pp. 
ix, 220; vii, 374. ) 


The pros and cons of the Transportation act of 1920: a debate. (Chicago: 
American Farm Bureau Federation, 58 East Washington St. 1922. Pp. 
107.) 


A handbook of information and suggestions for the use of farm bureaus 
and others in debating the railroad question, the material for which was 
gathered and collected by the department of transportation of the Ameri 
can Farm Bureau Federation. It contains statements prepared by A. B. 
Cummins, S. Anderson, W. S. Carter, C. Webster, A. Capper, B. W. 
Hooper, S. O. Dunn, and R. C. Fulbright. 

Railway statistics of the United States of America, 1922. ‘Twentieth year. 
Prepared by Stason Tuompson. (Chicago: Bureau of Railway News 
and Statistics. 1923. Pp. 147.) 

Shipping: annual statement of navigation and shipping of the United King 
dom for 1921, with comparative tables for 1917-1921. (London: H. M. 
Stationery Office. 1923. 20s.) 
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Dept. of Commerce, Mise. series no. 120. (Washington: Supt. Does. 


1923. 10c. ) 


Foreign commerce hand book, 1923-1924. (Washington: Chamber of Com 
merce of the U. S., Foreign Commerce Dept. 1923.) 


ports and exports of agricultural products. Separate from Yearbook 
1922, no. 880. (Washington: Supt. Docs. 1923. 5c.) 
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Arcuer, G. L. The law of real property. (Boston: Suffolk Law School 
Press. 1923. Pp. 274. $3.50.) 
AsPLEY, J. ( Handling salesmen by letter. (Chicago: Dartnell Corp., 


1801 Leland Ave. 1923. Pp. 39.) 


Barucu, A. Standard costs for sheet metal workers. (New York: U. P. C. 
Book Co. 1923. Pp. x1, 298. ) 


Borton, E. Cost accounting, principles and methods. (Chicago: Lyons 
and Carnahan. 1923. Pp. 243. 
Bruce, W. G. The commercial secretary; self-training functions and re 


lations. (Milwaukee, Wis.: Bruce Pub. Co. 1923. Pp. 180.) 


Camman, E. A. Choosing the basic cost plan. Official publications, vol. V, 
no. 4. (New York: National Assoc. of Cost Accountants. Nov. 1, 1923. 
Pp. 12. 75c.) 

Crark, S. S. The examiner’s book; a manual of title searching for the 
guidance and assistance of examiners in the Title Guarantee and Trust 
Company. (Brooklyn, N. Y.: Title Guarantee and Trust Co. 1923. 
Pp. 192.) 

Copy, S. Business practice up to date; or, How to be a private secretary. 
New edition, with questions and exercises. (Rochester, N. Y.: Business 
Ability Institute. 1923. Pp. 186.) 

Cote, W.M. A problem in joint costs. Official pubs., vol. V, no. 2. (New 
York: National Assoc. of Cost Accountants, Bush Terminal Bldg. 1923. 
Pp. 13. 75c.) 

Corptey, F. B. Frederick W. Taylor. Intwo vols. (New York: Harper. 
1923. Pp. xxviii, 467.) 

Cowan, L. L. Manual of securities laws of the United States, containing 
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poration Maintenance & Service Co. 1923. Pp. 1171.) 
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Official pubs., vol. V, no. 1. (New York: National Assoc. of Cost Ac 
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Haicnt, F. J. Haight’s accrued interest tables. (Indianapolis, Ind.: 
Rough Notes Co. 1923. Pp. 176. $7.50.) 


Henpverson, C. A. Personal and business efficiency. (New York: Doran. 
1923. Pp. viii, 208.) 
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HorrMan, W.G. Public speaking for business men. (New York: McGraw 
Hill. 1923. Pp. viii, 300. $2.50.) 


Hottinewortn, H. L. and Porrensercer, A. T. Jr. Applied psychology. 
Revised edition. (New York: Appleton. 1923. Pp. xvi, 431. $2.50.) 
A popular account of the ways in which psychology may be applied, 
this book devotes many pages to industrial factors, among them the 
effect on the worker of temperature, illumination, rest, time study, mono 
tony, and incentives. Portions of the book are also devoted to the applic 
ation of psychology to law, medicine, education, and other social fields. 
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Huntineton, C.W. Enclaves of economic rent, being a compe ndium of the 
legal documents involved. Third annual volume. (Harvard, Mass.: 


Fiske Warren. 1923. Pp. ix, 227.) 
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Kemp, W. S. Departmental and standard costs. (New York: National 
Assoc. of Cost Accountants. 1923. Pp. viii, 85.) 
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salesman, with the ambition to aid in more effective sales-making. (New 
York: Prentice-Hall. 1923. Pp. 237. $2.) 

Kornter, T. The encyclopedic index to “The Accounting Quiz-Answer, 
Theory, Practical, Auditing, Law.” (New York: Tri-service Accounting 
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Koopman, S. B. and Kester, R. B. Fundamentals of accounting, princi 
ples and practice of bookkeeping. Vol. Il. (New York: Ronald. 1923. 
Pp. ix, 525.) 

Kress, W. S. Outlines of accounting. American business series. (New 
York: Holt. 1923. Pp. 614. $3.50.) 

Laneoner, L. An outline of foreign trademark practice for United States 
attorneys. (New York: Langner, Parry, Card & Langner. 1923. Pp. 
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Lanssurcu, R. H. Industrial management. (New York: John Wiley & 
Sons. 1923. Pp. vi, 488. $4.50.) 


Lawson, J. D. The principles of the American law of contracts at law 
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Sanpers, T. H. Problems in industrial accounting. Chicago: A. W 
Shaw Company. 1923. Pp. xix, 643. $5.) 

After a brief introduction (60 pages) to the principles and practices 
of cost accounting, a wide variety of problems is presented for analysis 
and solution. At first, it might seem as if the introductory part wer 
altogether inadequate, but this apparent difficulty is largely overcome by 
the excellent descriptive material given in the statement of the problems 
Some forty-six cost forms and records illustrate the text at appropriate 
points. Throughout, there are comprehensive and well arranged refer 
ences to other sources of information. 

Part II, which contains the problems, is divided into seven sections 
Section I, dealing with production orders and controlling cost ledgers, 
has seven problems. Section 2 presents twenty-seven problems on the 
routine procedure and other matters connected with the handling and 
recording of materials. The recording and distribution of labor costs 
has nine problems devoted to it, while burden accumulation and distribu 
tion has nineteen. Section 5 goes on with the subject of overhead, 
and is entitled “Burden problems with specific items of expense.”” Such 
topics as depreciation and depletion, spoilage and waste, development 
costs, interest as a cost, power costs, and returnable containers are treated 
here under thirty different cases calling for solution. Section 6 is com 
posed of forty-five problems based on cost systems for representative 
businesses. They cover the mining and lumbering industry, hardwar« 
and metals, machinery and tools, food products and chemicals, textiles, 
rubber and leather and a few other lines. Section 7—‘‘Executive prob 
lems involving the use of cost data’’—contains fifteen proble ms and con 
cludes the book. 
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ScnorieLp, E. E. The filing department. (New York: Ronald. 1923 
Pp. 340. $3.) 


Scott, W. D. Increasing human efficiency in business. 1 contribution to 
the psychology of business. New and enlarged edition. New York: 
Macmillan. 1923. Pp. v, 364. $2.25.) 


Secrist, H. Commercial rent as an expense and its relation to profits. 
Series II, no. 7. (Chicago: Northwestern Univ., School of Commerce, 


Bureau of Business Research. 1923. Pp. 30.) 


Simonps, A. T. Business fundamentals. (New York: Ronald. 1923. Pp 
238. $2.25.) 
Smitrnu, J. G. Organized produce markets. (London and New York 


Longmans, Green. 1922. Pp. ix, 238. $4. 

Written primarily for the university student, this book is in style and 
content fitted to the requirements of the general reader who has an 
interest in markets. The lack of a minute description of exchange with 
respect to rules, terms, and methods of procedure is gratifying sinc 
these details have been related by many writers and are available to all 
who care to know them. 

About half of the book is devoted to an analysis of the perplexing sul 
ject of future trading, and although all treatments of this practice fall 
short of the expectations of the popular critic the author has handled 
the case extremely well. While both sides are presented, the reader will 
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Having noted the excellent though brief descriptions, it would be over 
looking the obvious to pass over the fact that the author speaks of th 
recently organized central forms of coéperative organization with mor« 
assurance about their benefits and permanence than their two or thre 
years of experience warrant. Moreover, the discussion of “the local 
unit question” on page 307 exposes the favoritism extended to the highly 
centralized form of organization. The statement “there is no founda 
tion for the claim that local units are fundamental” overlooks most of 
the experience of the old coéperatives of Danish, Siberian, Swiss, and 
Californian development, not to mention the remaining parts of the United 
States and parts of Canada. There is a place for each form of organ 
ization, though this book is very partial to one kind and it must be 
remembered that this form still happens to be largely within the experi 
mental stage so far as coéperative marketing in its larger aspects is 
concerned. 

Perhaps no fallacy is stronger and more misleading than that which 
gives the impression that the Pacific coast has only one “plan” of mar 
keting codperatively. There is neither a California plan nor a “Pacific 
Coast plan of coéperative marketing.” Instead, there are many plans 
of codéperative marketing in those states. When the statement is mad 
as on page 281 that “The Pacific Coast plan of coéperative marketing is 
being generally adopted in other regions” and when it is recalled that 
the most numerous and often the most glowing descriptions in the book 
refer to the centralized plan, whereas the federated plan is equally com 
mon on the Pacific coast, the thought arises that this work is tinctured by 
something somewhat more inclusive or else more biased than views of 
the group referred to variously as “pseudo-economists,’ and those of 
“academic learning.” 
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Capital and Capitalistic Organization 


Regulation and Management of Public Utilities. By Cuartes 58. 
Morcan. Hart, Schaffner & Marx prize essays, XXXIV. (Bos 
ton: Houghton Mifflin Company. 1923. Pp. xi, 362. $2.50.) 

Little discussion of regulation, especially of valuation, return, and 
other processes of rate making, is contained in this inquiry into the 
efficiency of public utility operation under public regulation. 

The author emphasizes and amplifies the widespread feeling that 
there is low efficiency in public utility operation, and that during the 
period of active regulation, approximately since 1905, the development 
has been recessive and not progressive. This is ascribed partly to the 
monopolistic character of the utilities, and partly to the dampening 
influence of regulation. To a large extent the utilities are dominant 
in the particular territory served, and are free from the competitive 
influences which in ordinary business strongly tend to eliminate in- 
efficient concerns and to bring large rewards to progressive manage 
ment. ‘They are not constantly measuring results in an active market, 
and in dealing with necessities of life they are able to put the cost of 
poor management upon the public without the usual financial disaster 
in competitive enterprise. 

A large part, therefore, of the inefficiency in public utility operation 
is ascribed to the character of the business. But the author emphasizes 
also the direct influence of regulation. This regressive influence is as- 


signed partly to the cross purposes developed between the public au- 
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thorities a ment, and partly to the interferenc 
Regulation has more or less def- 


» the companies, and consequently 


has tended t financial motive for improving the 
business I ite making, a company is allowed 
actual mited return on the investment, and 
except in £ not penalized for mediocrity nor 
d the rates have been thus fixed, there 

mav be a ny gets the benefit of improvements, 
but the add ecomes a challenge to another rat 
investigat iny is again deprived of the accrued 
rewards of ] | to a bare return on investment exactly 
as if no sp. n made. This is a constantly working 
nfluer ( the management in the struggle for 

i ut r and falls in line with the impressions 
generally g sulation. But it must be stated that 
the s lit it establishes conclusively the major 
contentions e is no statistical material which shows 
cleat of the utilities works toward ineffi 
ciency or | is resulted in lowering the standards 
of operatio te proof that the utilities, as now man 
aged, are ine of operation than that of unregu 
lated busi sual forces of competition. This lack 
of concret , but perhaps could not be avoided. The 
author’s s ng out the problem and directing atten 
tion to its a but he has done little in demonstrating 
that the co1 scusses actually exist. 

The final to suggestions for a constructive pro 
gram fo) The point is emphasized that th 
commissions selves actively to the problem of effi 
ciency. T nically equipped with expert staffs to 
make adequ ind by codperation and orders bring 
about prog More particularly they should work 
out bette statistics, so that clear comparisons 
could be ma ; operating under the same general con- 
ditions and efficiency could be readily determined. 
Such compa the commissions to level up the com- 
panies to hig ls operation. 

There is 1 the “motivation” of management. The 
author sugg rewards should be granted to successful 


operation, | be based upon specific performance as 
shown by st , and should go to management as such 
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tary factors, referring particularly to higher professional standards 
and to the “instinct of workmanship” as promising forces in the pro- 
motion of efficiency. 


Joun Baver. 
New York City. 
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Netson, M. N. Open price associations. (Urbana, Ill.: University of Illi 
nois. 1922. Pp. 240. $1.75.) 

In an article upon open price associations, published several years 
ago in this journal, the conclusion at which the present writer arrived 
was that it was too early to pass judgment upon the open price association 
as a form of economic organization. Dr. Nelson’s conclusions in his 
more exhaustive study, which has brought our knowledge up to date, 
are much the same. In judging such organizations he faced a dilemma. 
On the one hand, granting the beneficence of unlimited or partially 
restricted competition, economic theory—particularly as it related to the 
equilibrium of supply and demand—assumes that buyers and sellers are 
fully and well informed as to market conditions and as to their own 
interests under such conditions. On the other hand, it does not require 
much research to learn that these are not the facts. Buyers and sellers 
do not know market conditions, and some of the instruments by which 
they seek to gain market information are susceptible to abuse due to 
the fact that the information may be inaccurate, incomplete, or available 
to only a few of those operating in a market. As one of these instru 
ments, the open price association is susceptible to abuse and has been 
abused, yet some of its aims are distinctly advantageous and economically 
sound. 

Dr. Nelson’s study begins with a description of the nature, purposes, 
and present development of open price associations, special attention 
being accorded to combinations in associations, in the iron and steel 
industry particularly, in their relation to open price activity. An in- 
tensive study of the so-called “Eddy” plan for such associations is follow 
ed by chapters upon the structural features of the open price plan and 
the reporting plan. The critical study of open price associations is to be 
found in his discussions of “The advantages and disadvantages of open 
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tiy qui stions, most of them approachable from such divers« points of view, 
pen and so variously related to one another, that it is more than ordinarily 
lifficult to keep an even balance and a consistent viewpoint in dealing 
"we with them. Perhaps it is the fact that this book passed through thi 


an hands of three different editors that has given it, despite the brevity 


of its several hundred short selections, so fine a balance and so logical 
nees an arrangement of material, the best, it seems to the reviewer, of any 
si book in the field. 

The arrangement of the seven parts into which the volume is divided 
st suggests that the editors had in mind a grouping of their material into 
rol three main lines of discussion: (1) an introduction, part one, dealing 
| tl with and discussing human nature pretty much as the belavioristic 
psychologists see it, displaying the effects of social change, and using 
“theories of human nature as tools for understanding industrial rela 
tionships” (heading of chapter 3), and part two, containing a long 
account of the development of economic organization in Ei rope and 
iL. America; (2) a discussion of the major problems of wages, hours, and 
CA insecurity (parts three and four); and (3) an account of the efforts 
to solve the problems put forth by the worker, the employer, and th: 
community respectively (parts five, six, and seven). 

Some years of teaching labor problems on an outline which for th: 
Mai last seven years has been approximately identical with this have con 
vinced the writer not merely of the validity but also of the great 
ions superiority of this mode of approach over any other in carrying to 
students an appreciative understanding of the underlying nature ot 
labor problems. If the labor problems of our day are to be regarded 
as the natural result and expression of human protest against rapid 
social change, machine industry, the wage system, and heartless com 
petition, as the reviewer believes they should be, this is exactly the 
mode of organization best calculated to develop understanding. There 


is no quarrel here between genetic and analytic methods of approach. 


Both are utilized, and either can be elaborated as the individual in 
\ structor may desire from material outside this volume, or, indeed, by 
reference to selections in other parts of it, a practice which is mad 
sLAS, easy by an excellent system of cross references and that rara avis in 
Th collections of readings, an index. 

).) The “psychological” mode of approach of which the editors of this 
rials volume make use is, however, something more than either or both of 
been these. Its angle of attack is not that of events, of organizations, or of 
yrical abstract social considerations, but that of the nature of human beha- 
ike a vior and its reactive responses to environmental stimuli. Events, forms 
id to of organization, and organization itself become significant in the light 
forn of their effect upon behavior. ‘There must be set up, then, three sorts 
erent of “background” data before the maze of human conflicts, misunder- 
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strikes. The result is that the union operator is “penalized for ren- 
dering a service to society” during ordinary times by coéperating with 
the union in an effort to maintain stability in the industry and to pay 
better wages. He may also lose many of his customers who have 
been taken over by non-union operators during general strikes. 

In fact it is this divergence of interest between union and non-union 
operators which constitutes one of the chief problems in the bitu 
minous coal industry. The union has become established in certain 
coal fields and the union operators have to pay a wage scale and fur 
nish working conditions which put them at a disadvantage with the non 
union fields. ‘The non-union operators have succeeded in stalling the 
attempts of the union to organize their workers and they propose to 
retain the advantages which accompany their ability to cut wage scales 
and capture markets during ordinary times and during strikes. 

Perhaps it is in minimizing the significance of lower labor costs of 
non-union operators and their ability to dictate terms to their workers 
that the author may be most severely criticized. While he admits his 
appreciation of the inadequacy of his wage data he fails to stress suffi 
ciently the advantages of non-union fields in general as against the 
union fields and limits his comparison merely to union and non-union 
fields in West Virginia. This may be largely attributed to the fact that 
the data of the United States Coal Commission were not available at 
the time of writing. But in general it is a matter of historical record 
that the non-union advantages cited have been the chief occasion for 
the struggle between the union and non-union fields. The admission 
of the author that the union wage rates sect the upward trend and the 
non-union rates the downward trend might well have carried him over 
into further consideration of this factor in its bearing upon the main 
contention of his book. 

The author greatly discounts the claim of the non-union operators 
that their men do not want to organize. In substantiation he points 
to the operators’ methods of getting signatures to petitions and the 
improbability of their obtaining a real expression of opinion of their 
men in the midst of an atmosphere charged with the disapproval of 
unionism. 

Although the laws of West Virginia provide that the miners whether 
non-union or union are entitled to checkweighmen, there is little chance 
of their enforcement unless the men are organized. In fact it is be 
cause the election of checkweighmen smacks too much of organization 
that the non-union operators oppose them, aside from the limitation 
that checkweighmen would put upon fraud. 

The company store, housing and leasing systems, subsidizing educa- 
tion, and compulsory payments to maintain medical service are all 
considered as aspects of an industrial feudalism which has grown out 
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. conflict of aims between the operators and the union, the union’s 
onte mpt for government, the failure of the union to re spect contracts, 
demand of the union to participate in management, and the ineffi 
ency and increased costs as the result of unionism. The charge of 
conspiracy 1s dismissed and the conflict of aims is regarded as a natural 
outgrowth of a policy of competition versus coéperation in the industry. 


The contempt of the union for government may be largely explained 
by the experience of the union in dealing with agencies and institutions 
of government during strikes. “The rights they see defended are thos: 
of property. The rights of persons are forgotten.” Strikes in vio 
ition of the contract are generally local strikes and it is frequently 
difficult to determine which side furnished the occasion for the violation. 
The limitation on the arbitrary powers of management are quite to be 
expected when organization is established for the joint enforcement of 
contracts. “The facts as to the actual differential in efficiency of 
inion and non-union mines are not available.” This opinion was sub 
stantiated by the recent coal commission. 

In general the book demonstrates that the issue of unionism versus 
non-unionism has become a matter of public concern. The public 
wants steady production and cheap coal. To get what it wants it 
vill have to pay more attention to the human relations and policies 
of conflicting interests as well as to the technical aspects of production 
and distribution. 

ARTHUR E. Surrern. 
Washington, D. C. 
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This is as good a piece of writing as any Mr. Cole has done. It 

describes an intricate and ill-documented passage of British social history 

with an admirable clarity and thoroughness, and the author’s position has 
enabled him to throw light on many episodes which have hitherto been 
obscure. The main interest of the book lies, as Mr. Cole rightly Says, 


in the material it affords for a study “of the response of the working 
class to changes in its economic environment.’ Considerable value 
attaches to the documents here published illustrating the constitution and 
functions of works committees and shop stewards, while social theorists 
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will oF aterial relating to the practice of 
democratic met lministration. 
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Dieterich 192 
FRENCH, ( I 1 the United States. Johns Hopkins 
University stud nd political science, series XLI, no. 2. 

Baltimore: Johr 1923 Pp. 109.) 

This is a cha thorough Johns Hopkins study. It is in 
four sections, ¢ the form and organization, the prac 
tice, and the rel nion of the shop committee. 

[he author ! ilated the now rather extensive liter 
ature on the s! ; presented the result in concise f rm 
with sufficient | y and understanding of the union 
movement to ma ntially well balanced. For these rea 
sons a he Sho} l U nite d State . is the best single book 
so far published [his is not to disparage earlier works, 
such, for exam} ition of the National Industrial Con 
ference Board then ripe for a study such as this; 
there was not t ‘ Vv upon. 

The last para seems to the present reviewer emin 
ently sound and Dr. French writes: “The shop com 
mittee sets for ltimate consequences cannot be fore 
seen. Certainly experienced representation through 
shop committee tished with less. The chances are 
rather that the It is inevitable that the workers, 
through their s be led on, step by step, to an in 
creasing partici] tr to a fuller share in the responsibilities 
of production, a1 yme form of national organization cover 
ing the whole in t likely that the shop committee will 
permanently dep roader association. It will naturally 
extend itself ove [he trade union stands ready to profit 
by this inevital nless it alienates itself from the begin 
ning by an un | rt-sighted policy of uncompromising 
hostility. 
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Walter de Gruyter. 1923. Pp. 245.) 


H. Geschichte der Arbeiterbewe gung in Sachsen-Altenburg 
(1848-1919). (Jena: Thiiringer Verlagsanstalt u. Druckerei. 1923. 
Pp. vii, 127.) 

Pace, K. Collective bargaining: an ethical evaluation of some phases of 
trade unionism and the open shop movement. Christianity and industry, 
2. (New York: Doran. 1923. Pp. 30. 10c.) 


Ropertson, D. H. The control of industry. The Cambridge economic 
handbooks, J. M. Keynes, general editor. (New York: Harcourt, Brace 
& Co. 1923. Pp. ix, 171.) 

Taytor, P. S. The Sailor’s Union of the Pacific. (New York: Ronald. 
1923. Pp. vii, 188.) 


Tomski, M. Der gegenwdartige Stand der Gewerkschaftsbewegung in Russ 
land. Bibliothek der roten Gewerkschafts-Internationale, 23. (Berlin: 
Fihrer-Verlag. 1923. Pp. 16.) 

Verrign Stuart, C. A. Die heutige Arbeitslosigkeit im Lichte der Welt 
wirtschaftslage. Kieler Vortrage. (Jena: Fischer. 1922. Pp. 23.) 
Wecpourne, E. The miners’ unions of Northumberland and Durham. 
(London: Cambridge Univ. Press; New York Macmillan. 1923. Pp. 

321. 10s. 6d.) 

This essay, which has received a triple award from Cambridge Univer 
sity, is not only a vivid and engrossing piece of historical research but a 
valuable illustration of the action of the larger forces controlling the econ 
omic field. It supplies, for example, excellent instances of the social 
effects of technical change; the conflict between property right and 
economic liberty; and the pros and cons of centralized organization. 
One is inclined to regret that the record had to end with the inclusion of 
Durham in the Miners’ Federation of Great Britain at the close of 1907; 
but with the completion of the national organization problems and policy 
entered on a phase which both needs and deserves separate treatment. 


& ©. 


Wore, H. Labour supply and regulation. Carnegie Endowment for 
International Peace, Economic and social history of the World War 
(British series). (London and New York: Oxford Univ. Press. 1923 
Pp. xiv, 422.) 

Bibliography of industrial hygiene. No. 2, June, 1923. (Geneva: Inter 
national Labor Office. 1923. Pp. 39. 1 Swiss franc.) 


Employee representation in industry: some plans in operation in Cleveland. 
(Cleveland, O.: Cleveland Chamber of Commerce, Committee on Labor 
Relations. 1923. Pp. 110.) 

This report contains no discussion of the theory or ideals of employee 
representation and has nothing to say about the movement for employee 
representation. It is solely an analysis of the organization and working 
of schemes in force in the Cleveland district, which are generally smaller 
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Factories: report ictories and workshops for 1922. 
(London: H. M O 1923. 5s.) 
The federation London: Labour Pub. Co. 1923. 
2s. 6d 
ternat 155 ioyment Services, proceedings of 
tenth annu H ington, D. C., September 11-13, 
1922. Bureau ties, bull. no. 337, Employment and un- 
employment ser n: Supt. Docs. 1923. Pp. vi, 76.) 
Labour: report on nd progress of joint industrial coun 
cils 7.19 i. M. Stationery Office. 1923. 5s.) 
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Labour and capital on the railways. (London: Labour Pub. Co. 1923. 
Is. ) 


The Labour party’s aim. By seven members of the Labour party. (Lon 
don: George Allen & Unwin. 1923. 1s. 6d. 


Die Lage der Arbeiterschaft in Deutschland. (Amsterdam: Internationaler 
Gewerkschaftsbund. 1923. Pp. 133.) 


Report of the director of the International Labor Conference, fifth session, 


1923. (Geneva: International Labor Office. 1923. Pp. 106.) 

Report on general principles for the organisation of factory inspection. 
International Labor Conference, fifth session, 1912. Also, Supplement 
ary report. (Geneva: International Labor Office. 1923. Pp. 214; 42. 


Unemployment agreement between members of the Chicago Industrial 
Federation of Clothing Manufacturers and the Amalgamated Clothing 
Workers of America. (Chicago: Industrial Federation of Clothing Mfrs. 
1923. Pp. 30.) 


Money, Prices, Credit, and Banking 


The Federal Reserve System. Legislation, Organization, Operatton. 
By Henry Parker Winus. (New York: The Ronald Press 
Company. 1923. Pp. xiv, 1765. $10.00.) 

Ever since it has been known that Dr. Willis was engaged in pre- 
paring an extensively conceived work on the operation of the federal 
reserve system we have awaited most eagerly the appearance of this 
volume. Because of his past connections with several American univer- 
sities economists have claimed Mr. Willis for their own and his career 
has been such as to afford unrivaled opportunities for viewing the 
working of the federal reserve system from within. In the period of 
the legislative enactment of the Federal Reserve statute he was retained 
as expert by the House Banking and Currency Committee; after the 
passage of the act he was Chairman of the Technical Committee on 
Organization; from 1914 to 1918 he was secretary of the Federal 
Reserve Board; thence until July, 1922, he held the position of 
Director of the Division of Analysis, after which he became Consulting 
Economist to the Board. Scarcely ever has a man who is a product 
of university training been permitted to witness so closely the internal 
operation of a piece of semi-governmental machinery so adapted to 
the application of the principles of scientific economic analysis. 

It is often true, however, that men who possess such opportunities do 
not utilize them to create a written product of real worth. Frequently 
they regard their lips as sealed by the closeness and intimacy of their 
contacts and hesitate to express themselves with frankness. This 
demerit, however, does not apply to this work. In fact, one of its 
most characteristic features is the author’s apparent willingness to 
express his views regardless of the personality involved. During th« 
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banking reform, Mr. Wilson is 
ful organization of the party in 
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to take over the resources of the reserve banks, Secretary McAdoo 

rtually compelled the board to subordinate independent thinking to 
the dictates of the Treasury. The high salaries permitted some of the 
officers of the reserve banks while at the same time comparatively low 
salaries were fixed for the members of the board served further to 
develop the inferiority complex. Furthermore, organization of the 
individual reserve banks was such as to make more preéminent thi 
Governor than the Reserve Agent, who is a selection of the board. 
At no time has it been possible for the board to become the hoped for 
supreme court of finance, and far too much power has been localized 
in the New York reserve bank. Politics seems to be creeping into 
the selection of the members of the board, and pressure increasingly 
applied in the making of appointments. 

In the reading of these pages the reviewer derived the greatest 
pleasure and profit. Particularly keen was he to reach that point 
at which Dr. Willis would formulate constructive suggestions for the 
regulation of reserve bank advances. In this, however, he was dis 
appointed. So important to the author appear the nature of the 
controlling organization, the personnel of the board and the like, that 
little attention is given to the matter of the method of credit control. 
The suggestions of keeping above the market rates those of the reserve 
banks, of utilizing price or production indices, are not discussed. So 
far as he deals with this aspect of the problem, the author apparently 
conceives of the task as purely qualitative. Thus in attacking the ra 
tioning of credit in the post-war expansion period he states (p. 1376) 
“that what was needed was the limitation of the use of available funds 
so as to confine them to the purposes of commercial banking, thereby 
reducing the inflation which follows from the improper use of such 
funds.” Later (p. 1377) we read: “The essential point in this limit 
ation of eligibility is to be found in the fact that whereas eligible paper 
provides its own means of payment through productive operations and 
thus automatically contracts as well as expands, paper of other kinds 
is not thus regulated and the credit based upon it may exist indefinitel) 
with nothing to produce contraction.” In other words the key to our 
difficulties lay in the utilization of reserve funds in security and com- 
modity speculation, in long-time investment operations, and in the 
economically unproductive war projects of the government. 

That our credit difficulties were thereby accentuated cannot of cours: 
be denied. But the reviewer would have liked to know the author’s con 
clusion in the matter of whether grave inflationary dangers do not lie in 
the reserve system on the basis purely of quantitative considerations. 
In other words, assuming that more strict standards of eligibility are 
established, that reserve funds are devoted primarily to operations that 
liquidate themselves quickly, will it still not be possible for price infla 
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tion of most to be the product of the system’s 
opel ition | . elsewhere stated, is that such a; 
outcon t ble and politically probable in 
situation " nditions are favorable. Assum 
ing a] od « ibor, of general confidence on the 
part of t ent sy credit for purely commercial 
operatio tive bidding for labor, materials 
and supplies, t ces may take place. One com- 
mercial operat eans of funds temporarily advanced 
in others, and s fect In a period of expanding 
discounts mort d liquid by the employment of 
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results of hig viewer’s mind future credit diffi 
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Board and fr ssure of the demagogues. In the 
reviewer’s mind, opeless to insist upon permanent 
results til t t proper ideal bases of credit 
regulation RB to be done and so much that is 
valuable is affo t this unfavorable comment is no 
doubt inexped Haro.wp L. Reep. 
t orne 
Money l Fore (914. By Gustav Casser. (New 
York: The 4 ny 1922. Pp. vi, 287. $2.25.) 
Professor Cas onetary theory and the proper 
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for some tim: I 180) that his theory was formulated 
ly 1904 Theoretische Sozial-Oekonomie 
and more recent 1 to the League of Nations in 
which he endeavo ysis of the world’s monetary prob 
lem, as it pres when the Brussels Conference 
was being arrang iter. The present book aims to 
present his views . broader public than the “narrow 
circle of experts” s memoranda and pays more atten 
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The essence of his theory is expressed in the following quotation 
(p. 180) : 

Ever since 1904 I had built up the whole theory of money on the con- 
ception of money as an abstract scale of counting, in which certain means 
of payment—they may be of any physical quality whatsoever—have cur 
rent paying power, and where the value of the unit is determined by the 
scarcity of the community’s provision with these means of payment. I 
had thereby abandoned the untenable popular conception of a gold standard 
as a standard in which a certain weight quantity of gold is the unit of 
value, and I had in place of that represented the gold standard as a free 
standard in which the price of gold within narrow limits is fixed. This had 
led up to the idea of the gold standard being a special case of free stand- 
ards. For the theory of exchanges this had the consequence that the 
representation commenced with the case of free independent standards, and 
that the problem of exchanges in a gold standard was to be conceived as a 
special case of the general problem. 

He claims that he was compelled to adopt this theory in order to 
explain the monetary, and especially the foreign exchange, phenomena 
of the war and post-war periods (pp. 181, 182). 

According to his analysis, during the war “the existing gold stand- 
urd was abandoned—not only in the belligerent countries but also in 
the majority of neutral states” (p. 1), and “a pure paper standard 
was adopted, the value of which was determined entirely by the scarcity 
of the currency recognized as means of payment in that standard” 
(p. 5). 

On account of the exigencies of state finance and the granting of 
credits for financing exports and for speculation in foreign currencies, 
this currency—so runs his analysis—chiefly represented “artificial pur- 
chasing power” created for the most part through the banking ma- 
chinery of the world, a process “that is indicated by the term inflation” 
(pp. 10,11). The consequence was a rise in prices which had to reach 
such a “height that the available real commodities are brought up to 
a total value corresponding to the total purchasing power” (p. 19). 

The major role and the major responsibility in the creation of this 
artificial purchasing power he assigns to the central banks and especial- 
ly to the discount policies they have pursued. 

On page 102 he says: “The criterion for a really sound bank 
policy, then, is that the quantity of bank currency does not increase, 
except, of course, in so far as the general economic expansion in the 
country makes increased demands for payment.” 

On the following page (103) he adds: “In order to keep demands 
for credit within the limits of available means, the banks must apply 
interest rates fixed with that object in view.” 

“The main factor determining interest rates throughout the entire 
banking system in a country is the central bank’s discount rate.” 
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On page 104 ler normal circumstances the valu 
of the moneta ossessing a gold standard is kept 
in a certain p i of the discount rate of the central 
bank. or. mo tation of credit. That gold is 
made the measu money is indeed the characteristic 
of a gold stand | standard is nothing more than a 
paper standard proper bank policy, is kept at a 
certain fixed va 

Mr. Cassel n the explanation of the rates of 
foreign exchang statement: 

Our willingn price for foreign money must ultimately 
and essenti ally t t t this money possesses a purchasing 
power as against | services in that foreign country. On the 
other hand, when ich of our own money, we are actually 
offering a pur nst commodities and services in our 
own country O reign currency in terms of our own, 
therefore, mainly t purchasing power of the two cur 
rencies in their r trie pp. 138 and 139). 

“When two lergone inflation the normal rate of 
exchange will | ite multiplied by the quotient of th 
degree of inflat try ind in the other.”’ 

This parit power parity” (p. 140). 

“In the syst paper currencies now in practice the 
normal rates of etermined by the purchasing power 
parities” (p. 14 

Interspersed n of his theory and occupying most 
of the space at e monetary phenomena of the war 
and the post-\ pts to apply his theory to their 
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at explanation r entitled “The problem of stabiliza 
tion,” in whi lution of the monetary problem or 
problems whic world. The essential feature of this 
solution is what ition of the world’s currencies and 
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There can ni reason for believing, that the world’s ex 
changes will ev to their former parities. (These former parities 
have as a matter r onific ance. They possess now a pre 
eminently histor an no longer in any respect be regarded as 
normal (pp. 140 

If the war an n its train turned the world’s monetary 
system upside cl reason for trying to restore the monetary 
conditions prev var They have nothing of an essential 
character in thi factor was the high degree of stability 
attained at that 1 this stability we should endeavor to restore 
(p. 254 
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stability not only in the internal values of the various currencies, but also 
in their international exchange rates. The level at which the value of 
money is then fixed is, relatively speaking, a matter of secondary import 
ance (p. 256). 

The process of stabilization, in his opinion, should begin with the 
United States, preferably at a price level ten to fifteen per cent higher 
than the present one (pp. 258-260). The old parity between the 
pound and the dollar should then be restored, thus creating a “center 
of stability” (p. 260). Other countries “with more or less settled 
exchange conditions” might then work towards the restoration of the 
gold standard, “in certain cases, as for instance Sweden, Holland, 
and Switzerland,” possibly at the old parity, in others probably ata 
fraction of the old parity. ‘In either case the road to the restoration 
of the gold standard would lie in the stabilization of the internal pur 
chasing power of the currency—that is to say, in maintaining a cer 
tain fixed price level” (pp. 264 and 265). To this end budgets must 
be balanced so that the pressure from governments to increase the 
volume of inconvertible notes will cease; each nation must decide upon 
a certain level of prices which it wishes to maintain; and the policy 
of the central banks must be aimed at the maintenance of this level 
by manipulation of the rate of discount. 

Estimates of this book are likely to vary according to the monetary 
and banking theories held by the reader, and especially according to his 
attitude towards the quantity theory. Those who find this latter 
theory inadequate and unsatisfactory will question the soundness of 
Mr. Cassel’s reasoning at many points. 

For example, they will not accept his “conception of money as an 
abstract scale of counting,” nor his dictum that “the existing gold 
standard was abandoned (during the war) not only in the belligerent 
countries but also in the majority of the neutral states,” nor that the 
value of what he calls a “pure paper standard” is “determined entirely 


by the scarcity of the currency recognized as means of payment 


n 
that standard,” nor that “a gold standard is nothing more than a 
paper standard which, by aid of a proper bank policy, is kept at a 
certain fixed value to gold,” nor that the rates of foreign exchange 
during the war or at any other time are explainable by “the purchas 
ing power parities,” nor that the correct goal of currency reform 
is the stabilization of some arbitrarily determined price level through 
the manipulation of central bank discount rates. 

In the treatment of no one of these fundamental matters has Mr. 
Cassel adequately discussed the theoretical and practical issues in 
volved. Unanswered queries arise, at nearly every point. What, 


for example, does he mean by “an abstract scale of counting’? What 


is there to count if the figures on the currency notes do not refer to the 
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commodity uw or practice or both? What is 
meant by a “I ise he frequently uses? Does 
mean a stand ted with any commodity or co) 
modities of ind f so, can it In any proper sens 
be described as . precisely what is its connection 
with real valu be said to have abandoned the gold 
standard if 1 rs and on its currency and bank 
notes it refers h it has defined and established iy 
its statutes, ¢ lefaulted and is not paying its notes 
according to ¢ i tablished principle of sound eco 
nomics that nu nnot and should not be interpreted 
as promises to on the faces of the notes indicat: 
If they are, or » interpreted, is that fact to be r 
garded as ent ficanee in the determination of thei 
value in defian ting the value of all other credit 
instruments at day on the stock markets of tlh: 
world? Is it I ple of sound economics that thi 
price level sho ingeable? If so, how is production 
to be adjusted t pply to demand under our present 
economic syst y theorist can be satisfied with th: 
answer that cl inge ratios of goods with each other, 
which accomplis nts, do not affect the level of prices 
Those who quest y of this quantity theory as an explar 
ation of funda nomena believe that changes in tl 
ratios of excha is do change the level of prices and 
that an attempt fixed price level by currency manipula 
tion would be dan e harmful than helpful. 

Mr. Cassel n theory of “artificial purchasing power” 
created, he ass state issues treasury bills, and dis 
counts them eit il bank or at other banks, and thus 
creates balance t can either issue orders for pay 
ment, or recei\ tly” or when “private subscribers to 
state loans, urg sm, or simply by exterior pressure, 
subscribed ove they could afford out of their avail 
able savings” a id to step into the breach” (pp. 10 and 

Is this theo: purchasing power of a government 
like that of the | example, with its power to tax and 
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be described as I the effect of these credit operations on 
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vthing more than direct attention to one of the many phenomena 

nnected with the operation of the price-determining forces to the 

rlect of what goes before and comes after? Does it not magnify 
the dimensions of a cause, and indeed to that of “the great cause,” 
ere link in a chain of events? So it appears to some of us. 

Much of the descriptive matter in this book is valuable and timely. 
Much of what Mr. Cassel recommends as means to the way out of the 

irrency muddle in which Europe finds itself can be accepted and 
ipproved by people who disagree with his theories and his reasoning. 

A. Scorr. 

University of Wisconsin. 

Labor’s Money. By Ricuarn Borcke.. (New York: Harcourt, 
Brace and Company. 1923. Pp. 181. $1.50.) 

The entrance of labor into the realm of finance has been one of the 
most noteworthy developments of trade union activity since the war. 
In Labor’s Money Mr. Boceckel has set forth the genesis, the growth, 
and the philosophy of the movement. He contends that the methods 
to which the leaders of the American Federation of Labor have pinned 
their faith—the strike, the boycott, picketing, and collective bargain 
ing—have proved ineffective in bringing about any improvement in 
the material welfare of the workingman. In fact, he quotes the figures 
of Douglas and Lamberson to show that between 1896 and 1918 there 
was an actual decline in real wages in spite of the growth of trade 
union organizations. He attributes this to the policy of restricted 
production on the part of those in control of industry through indus- 
trial combination or trade associations. Every increase in money 
wages has been more than matched by corresponding increases in the 
prices of goods. 

According to Mr. Boeckel, the futility of the old methods of labor 
organizations is being recognized by an important group of union 
leaders. One instance of this was the adoption by the Denver con- 
vention of the American Federation of Labor in 1921 of the industrial 
democracy resolution of Glenn E. Plumb, calling for democratic opera- 
tion of industry. Mere representation upon boards of directors, how- 
ever, is not sufficient to insure to labor an adequate control over 
industry, inasmuch as the real masters are the investment bankers, 
often represented upon the boards, and upon whom their corporation 
clients are financially dependent. Moreover, it is maintained that 
frequently union employers, desirous of coéperating with unions, have 
been forced into a policy of opposition by banks which refused to 
extend credit unless the open shop policy was adopted. Consequently, 
f labor is to assume a decisive role in the management of industry, it 
must be through the avenue of financial control. Mr. Boeckel con- 
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ceives of the } bor into finance as the result of such 
an interpretat try. 

The outsta n n labor finance has been the organ 
ization of ba ind commercial business. The first ot 
these was org of 1920 and three years later a 
doz n! ibor ba sources exct eding $30,000,000 wert 
in successful « n more were in process of organiza 
tion. A sec development has been the organiza- 
tion of invest orming the functions of an invest 
ment banke1 tant of these is the Brotherhood Invest 
ment Compal 1d of Locomotive Engineers, with a 
capitalization The various organizations of both of 
these types ons are briefly described by th 
author. Fina ie very considerable growth in the 
investments by stocks of the corporations by whicl 
they are emp the United States Steel Corpora 
tion. and the remarkable possibilities which such 
a development afi y revolutionary change in the contro! 
of industry 1 y capitalistic methods. Thus ther 
arises the pro rder with labor controlling manage 
ment throug! ommon stock, and controlling the 
financing of it gh its ownership of investment com 
panies and co! 

Mr. Boeckel’ sting, more or less popular, exposition 
of the subject ittempt at critical evaluation. His 
explanation o older trade union methods is in need 
of much furt I vestigation of the cost of living upon 
which he relied n real wages, and which is based upon 
changes in p! s of food, sufficiently comprehensive? 
Or granted t decline in real wages, can it be said 
that this has cy of restriction of production by 
managers, in t g of the figures of Day that between 
1899 and 1918 of manufactures increased by 114.0 
per cent whil | by only 38.1 per cent? Further- 
more, what r issuming, as he does, that, if labor 
obtains contro will be no longer any restriction of 
production, n¢ 1 in the way of the employment of 
improved met! ° Employees controlling an industry 
through stock « to increase their profits by restrict- 
ing production, estricting membership in the union. 
They may also duction of new machinery if it is ex 
pected that so reby be thrown out of jobs. 

The book is e prospect that it opens up of a new 


era in labor po te probable, however, that the author in 
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his enthusiasm for this prospect has attributed to the trade union 
leaders motives more profound than those which really actuated them. 
O. Weyrorru. 
The Johns Hopkins University. 


Money. By Treranr Foster and 
Publications of the Pollak Foundation for Economic Research, 
no. 2. (Boston: Houghton Mifflin Company. 1923. Pp. vin, 
409. $3.50.) 

This book is intended to set out the indispensable ground work of 
monetary science. It 1s addressed at least as much to practical men 
is to students and economists, and it may be recommended to them 
is expounding the essential results of the progress in the subject which 

is marked the past twenty years. 

The authors start by attacking the assumption of the classical 
economists that all trade is fundamentally barter, and that the us: 


of money can be eliminated by a convenient act of abstraction without 


sacrificing anything material to economic reasoning. The proposition 
that money is not wealth gave, when it was a novelty, the lively intel 
ctual pleasure that belongs to a paradox. But as often happens in 
the history of thought, it came to be overemphasized, and in the 


psychology of those who learnt economics in the nineteenth century if 
as acquired some of the characteristics of a “complex.” An irr 
sistible current sweeps them away from any theory which seems to 
assign to money too independent a part in the economic scheme. 


To be eradicated from the mind, a complex must be brought out of 
the recesses of subconsciousness into the full light of consciousness. 
\ccordingly Dr. Foster and Mr. Catchings thrust upon the attention 
of their readers an imposing array of quotations from economists of 

e classical school, and thereafter, at successive stages of their argu 
ment, point out just to what extent and in what sense the influence of 
money upon economic conditions has been overlooked or underesti 
mated. 

A chapter on money and inflation describes forcibly the injurious 
consequences of instability of the currency unit. “Shifting price 
levels are disastrous. Where the price level happens to be is of minor 
importance: the major need is that it should stay where it is.” “In 
flation and deflation: neither of these monetary diseases is a cure for 
the other. Both are disastrous—morally, socially, economically.” 

Indeed the main theme of the book is the desirability of a stable 
unit: stable, that is, in terms of commodities generally, more stable 
than gold if left to itself. 

Under the heading, Money and the Price Level, is to be found an 
acute criticism of the quantity theory of money as enunciated in the 
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or. The size of consumers’ incomes 
quency with which money, once spent 
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ngs. Account is only taken of the application of income to in 

stment in that there may be a discrepancy between the amount of 
ones received from the sale of real estate, bonds and stocks, and the 

ount reinvested. 

‘To present a picture in proper pt rspective, the existence of a 

idy stream of savings from income into investment ought to hav 

recognized. Money invested is spent. And expenditure upon 

d capital resembles expenditure on stocks of commodities in that it 

very commonly financed temporarily by bank advances, before it 1s 
nally paid for out of income. ‘Those industries which produce 
pital goods are, as experience and theory alike show, even mor 

ected by trade fluctuations than those which produce consumabl 
ommodities. 

‘These omissions from the consumers’ expenditure invalidate in some 
degree the analysis (pp. 315-7) of the conditions by which the cir 

t flow of money may be accelerated. One such condition is said 
» be, “When there is an increase in the total amount paid as wages, 
nee wage-earners spend a larger proportion of their money for goods 

an do other groups of consumers.” 

The authors at an earlier stage define “goods” to include both com 
modities and services. Consequently this statement apparently means 

iat wage-earners save and invest less than other groups of con 
sumers. The view that the expenditure of wage-earners in some way 
contributes more to the activity of trade than the expenditure of 
other consumers is very prevalent, but it is fallacious; once it is 
recognized that money invested is spent, the argument falls to the 
ground. 

But, subject to the understanding that “consumer” should include 
“investor,” the broad conclusion that the state of trade depends upon 
the consumers’ expenditure remains. How then do Messrs. Foster 
and Catchings propose to remedy the fluctuations that occur in the 
consumers’ expenditure? In their practical proposals for the stabil- 
ization of the monetary unit, they are in close accord with what is 
soundest and at the same time most hopeful in recent theory. 

They find the key to the position in the regulation of bank credit. 
In the first place they turn to the rediscount rate. They believe 
that “if we had the most accurate and up-to-date index of prices that 
it is now possible to construct and if, as the price index changed, 
changes in the rediscount rates were made promptly enough, most of 
the extreme cyclical movements of the price level could be prevented.” 

But they propose to reinforce the rediscount rate by special mea 
sures for getting currency into circulation and withdrawing it. Th« 
government should do this “by selling securities in the open market 
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d buying securities whenever prices 


wi | 

be Al » 
Manv e ite the regulation of the price level 
— of paper money in circulation fail to 
ct its purpose, in any but a primi- 
tively orga vy affecting the lending operations of 
\Ir. Catchings would have done well to 
, from this error. But however that 
iw he. d currency in circulation is a valuabl 
auxiliarv to rediscount rate. A good example of 
the manner tained from the recent policy of th 
federal res irked credit expansion which rescued 
' ‘ited S ths of the depression of 1921 was 
O purchases of bills and investments 
— a open market during 1922. In 
co rediscounts fell at one time to no 
mo s: ediscount rate ceased to be effec- 
tive. equally interesting movement in th 
co ' d , st half of the year the federal reserve 


t assets by about $400,000,000. The 


nts, combined with a slight increase in 


const 

the rediscount the credit expansion. The rise of prices 
gave place t 1y, a rise in the purchasing power of 
the dollar, t table the disappointment of the hopes 
that had beer tion of the sterling exchange to par. 

These o} taken not by the government but by 
the fede r that makes no real difference. Indeed 
the authority | sells securities must in any case be the 
Lutho 

It will be o ( it the buying or selling of securities 
did not d ise the amount of currency in cir- 
culation: it co than decrease or increase the rediscount- 
ing V { ound necessary to meet the currency 
requirements ¢ , and to keep their own reserve deposits 
up to tl ta ns. The ulterior effects flowed from 
this decreas liscounts. 

Dr. Fost ul ( ngs take the view that, to be most 
effective, tl nust be higher than the rates of the 
banks that do ess with the reserve banks. In other 
words t it that there is no profit in borrowing from 
t] eserve b point of some importance. The re- 
discount rat nearly always substantially below the 


market rate { paper, and many people argue that the 
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rediscount rate is not effective, and that the results attributed to it 

cannot therefore be really due to it. 

That is a complete misconception. In normal circumstances any 
member bank which goes ahead of its fellows in lending suffers the 
consequences in an adverse balance at the clearing, and that adverse 
balance involves rediscounting. This extra or “marginal” lending is 
therefore only profitable if the rate charged exceeds the rediscount 
rate. Such an excess is therefore normal, and it only disappears 
whe n, as in July, 1922, th volume of rediscounts is so reduced that 
comparatively few banks have to take into account the prospect of 
having to rediscount at all. In fact, when the market rate falls 
below the rediscount rate, that means that the rediscount rate is not 
effective. If a rise in the rediscount rate checks borrowing, that is 
because it quickly causes an equivalent rise in the market rate. 

The foregoing remarks are, as is natural, directed for the most 
part towards the most controversial parts of the book. They must 
not be read as detracting from its excellence, both as a clear and 
attractive exposition of the latest currency theories, and as a con- 
tribution to the solution of some of the pressing practical questions 
of the day. 

R. G. Hawrrey. 

London, England. 
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Brunton, J. Letters on practical banking. (London: Edward Arnold & 
Co.; New York: Longmans, Green. 1923. Pp. 144. $2.50.) 

Letters on Practical Banking is the kind of book which seldom appears 

in print in this country. It is a series of supposititious letters from a 

bank inspector to the manager of an English branch bank and deals in 

detail with the numerous problems of the relation between the banker 
and his customers. What accounts are desirable, what the balance sheet 
means, what type of security may safely be accepted for loans, what 
precautions are necessary in various cases, when should an account be 
closed; these are the major topics dealt with. The book is a series of 
illustrative cases upon which the author gives his judgment as to what 
is or is not the proper practice, and supports his judgment by indicating 
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probable r rses of action. The bank inspector’s 
point of vi tant emphasis on caution rather than 
enterprise. 

The bo upply what American readers ar 
accustomed t principles on the basis of whic! 
particular t] Mr. Brunton is clearly a practical 
banker wh bservant and feels. the urge to writ 
down | same time feeling the necessity 
for systemat reducing practice to generalized princi 
ples Hi t bank environment, points out the 
obiects of reader there. The American reader 
is quite acc nto practical situations, but he is usually 
led out agai m for an interpretation of all that h 
has seen. a la t what the practical illustrations proved. 

Books writ ton’s point of view are not apt to b 
great books, seful books, especially for that vast 
majority of ecustomed to think in terms of cases 
than of gen¢ banker, in England at least, probably 
finds Mr. Br nteresting than the book which tries to 
prove sometl American banker would find it o 
interest. thou hurdle some differences in laws and 
CUSLOLUS 

The book n the whole pleasingly written. The 
reader is car? yf detail without bewilderment and in 
the main wit! 1 be useful if more practical bankers 

| had the pow r experiences and their judgments as 
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Bureau, A. I 1922. Etude juridique et politiqu 
de l’intervent Paris: Société des Publications Périod 
iques 1923 

Canty, J. BR. 7 Missouri. Columbia University 
studies in hi nd public law, vol. CII, no. 2. (New 
York: Longn Pp. 231. $3.50.) 

The Bank AY ri is the central topic of Dr. Cable's 
book, but thi illy covered the early banking history 
of the state of the period before the State Bank. 
Missouri, in t 11 period, had a series of three unfortunat 
experiences ¥ wed bv two instances of sound bankin 
In 1829 the § United States opened a branch in 
St. Louis wl uccessful operation until the bank was 
denied a recl to liquidate the business of its branches 
It was succe¢ or agency of the Commercial Bank ot 
Cincinnati, O . f the agency was short, 1835-1837, bu' 
successful. I hurt. Why pay tribute to a rival city: 
\ bill was pas rom the state and creating a State Ban! 
with a monop vileges. 

The Bank te « Missouri began business May 10, 1837. 
It was granted y for twenty years. The charter was drawn 
in such a way r a real bank with a specie basis. At the 

outset nearly t ts capital was state owned. The capital 


but this proportion was about maintained, 


was increased 
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the total capital in 1857 being $1,215,403, of which the state owned 
$954,205. During the period of state ownership the bank was honestly 
conducted, set a high standard and waged an unceasing fight against 
the circulation of the unsound money of the neighboring states. 

In 1857 a general banking law was passed in response to an insistent 
demand for more banking capital. Thereafter the State Bank was 
merely one of a number of chartered banks of issue, all of which were 
required to operate at least two branches. In view of the fact that 
Missouri is now a storm center in the branch banking controversy, this 
feature of the law of 1857 is espe cially interesting to the reader. 

The State Bank rechartered as the National Bank of the State of 
Missouri, but in 1866 the state disposed of its stock at a profit to a 
private syndicate. The mission of the bank had been accomplished and 
the possibilities of conflict of authority in case the state retained stock 
in a national bank made this action apparently desirable. The character 
of the bank soon changed to an institution of the “plunger” type and in 
1877 it failed. 

It is worthy of note that this is one of the very few state-owned banks 
of the period which was a success under state operation. Some of the 
singularly successful State Banks were that only in name—notably the 
State Banks of Ohio and Iowa, in which the state did not own any 
stock. The reviewer agrees with the author that “an exaggerated idea of 
conservatism often prevented it from performing needed business ser 
vices.” He would add, moreover, that for this reason its record does 
not measure up to the achievement of the contemporary institutions of 
the same general type under private management. In its own class, 
however, it stands as a beacon light of honest financing. 

It is especially interesting, but not at all surprising, to find that the 
bank monopoly did not keep out other banking institutions. Private 
banks of discount and deposit flourished and multiplied between 1837 and 
1857. Only in note issue was the monopoly effective. Even in this 
field the private banks competed by circulating Illinois bank notes. A 
similar condition prevailed across the line in Iowa where from 1846 
to 1858 banking was constitutionally prohibited but private banks sprang 
up as a partial substitute for authorized banking. A chapter is given 
to private banking and business development. This phase of the state's 
banking history would deserve fuller treatment if a complete history 
of the banking of the period had been undertaken. The book is well 
written and apparently accurate. One error, obviously typographical, is 
noted. The veto of the recharter of the Second Bank of the United 
States is given as July, 1831 (p. 91), instead of 1832. 

Dr. Cable has added substantially to the value of his study by including 
a discussion of the economic background against which the banking 
history of early Missouri was projected and also by constantly reminding 
the reader of national conditions affecting Missouri banking. 

H. H. Preston 
CampBELL, G. J., compiler. The Banking act of 1923 for the state of 
Pennsylvania. (Pittsburgh, Pa.: Smith Bros. Co. 1923. Pp. v, 77. 
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banks. (New York: Ronald. 1923. Pp. ix, 213. $2.50. 

Contains chapters on early fiscal history of the United States, the 

independent treasury, federal reserve system, sub-treasury system 
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ibolished, w n of government funds, floating debt 
of the Unit ) pecial depositaries, and the federal 
reserve bank Che volume represents a careful analy 
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In t rst published more than twenty years 


o, | re than one hundred pages and has 
nges and additions here and there, 


by the rewrit rs, and by the addition of completely new 
chay on ‘J System and Other Aids to Commercial 
Banking, ‘I r and Agricultural Credit Institutions 
ind Farm-M Besides these completely new additions, th 
chapters o1 ['reasury, commercial banks and trust 
companies, a In making these additions, th: 
pl in in 1 pu I ok have bee n successfully follow: d 
ind the out ntary text. There are a few inaccura 
( disert } eal errors pp. 219, 220, 224, 245, 
250, 251, r re not of such a character as seriously to 
detract fro book 
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1%)S 19] ns and references. Eighth edition, by 
A. J. Park York: Banks Law Pub. Co. 1923. Pp. vi, 

567 

Credits. New n Institute of Banking. 1923. Pp. 480. 
50 

Currency Le tior memorandum. 1913-1922, new edition 
London: Ci I 10 Orange St., W. C. 2. 1923. 10s. 

Zur Frage de? Das Gutachten des Obersten Gericht 
hofes betref ? n Second edition. (Vienna: Breiten 
stein 1923 

National ban system. ( New York: National 
City Bank ) Pp. 152 

Pratt’s hand organization, consolidation, power 
and liquidat Washington: A. S. Pratt & Sons. 

1925 

The Rural C1 endments of banking law relating to 
agriculture s: Federal Trade Information Service. 1923. 

Pp. 48.) 
P inance, Taxation, and Tariff 
Ww BOOKS 
Anperson, B. M n an unbalanced world. Chase economic 


bull., vol. VII New York: Chase National Bank. November, 
1923. Pp. lf 
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BartH, H. A. Financial control in the states, with emphasis on control 
by the governor. A thesis for the doctorate. (Philadelphia: Univ. of 
Pennsylvania. 1923. Pp. 122. $1.50.) 

Bruwer, A.J. Protection in South Africa. (Philadelphia: Univ. of Penn 
sylvania. 1923. Pp. 203.) 

A doctorate thesis at the University of Pennsylvania. 


Darton, H. The capital levy explained. (London: Labour Pub. Co.; 
New York: Alfred A. Knopf, Inc. 1923. Pp. 96. $1.) 

This little book is an ably written but strongly partisan argument in 
favor of the capital levy as advocated by the Labour party in Great 
Britain for the purpose of reducing the war debt. The proposed levy 
ranges from 5 per cent to 60 per cent, with an exemption of £5,000 for 
each individual. The highest rate applies to estates over £1,000,000. 
A period of three years, or in special cases a longer time, would be 
allowed for payment, and good securities would be accepted in lieu of 
cash. 

In discussing such a proposal the decisive considerations are not so 
much matters of fact as matters of judgment. There is little in the 
way of specific statement in Mr. Dalton’s book wihch one could deny 
absolutely, as a matter of ascertainable fact, although there is all sorts 
of room for differences of opinion as to the importance both of his argu- 
ments and his concessions. In one passage (page 40), however, he is 
guilty of a plain fallacy, for he states first that to obtain cash for payment 
of the levy only those securities would need to be sold that were unaccept- 
able to the Treasury, and then states that “for every seller there would be 
a buyer ready made, either the contributor to the Levy desiring to buy 
securities with which to pay, or the National Debt Commission.” But 
if they are unacceptable securities why should these persons buy them? 
To the reviewer it seems that Mr. Dalton has not made enough allowance 
for the practical difficulties of his proposal and the possibility of success- 
ful illegal methods of evasion; and one rather important point is barely 
referred to, viz: the effect of such a scheme in driving capitalists, both 
foreign and native, out of the country. Even in the discussion stage a 
capital levy must have some effect in causing such an exodus. The ex- 
perience of Switzerland in 1922 and the somewhat analogous experiences 
of Belgium and of Great Britain within the past few months show that 
capitalists are sometimes very timid. Possibly a less ambitious project, 
spread over a longer period, would prove just as productive and less 
disturbing. 

Rurvs S. Tucker. 
Exvxan, G. Die preussiche Zeitungssteuer. Ein Beitrag zur Geschichte 
der Pressepolitik unter Benutzung von Akten Bismarcks und der preus- 
sischen Ministerien. Abhandlungen aus dem Seminar fiir Zeitungskunde 
und Zeitungspraxis in Berlin, 1. (Jena: Fischer. 1922. Pp. iv, 72.) 
Heinia, K. Die deutsche Steuergesetzgebung. (Berlin: Verlagsgesell- 
schaft d. Allg. Deutschen Gewerkschaftsbundes. 1923. Pp. 40.) 
Képpr, H. Finanzwissenschaft. Grundriss zum Studium der politischen 


Oekonomie, von. Dr. J. Conrap. Part III. (Jena: Fischer. 1923. 
Pp. viii, 529.) 
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Mautner, W ] Das Problem der interallierten 
Schulden und Lisung Frankfurt am M.: Frank f 
furter Societit Pp. 215.) 

A ve ry car nt of the debts of the allies to each Inl 
other and to t mpanied by statistics as to the cost 
of the war, a1 resources of the allies. The second 
part contains int proposals which have been madk | 
for the solut f the debts and of the reparations, 
whether officia ndividuals. ‘Tables are given bringing Re 
the facts down t an account is given of the British 
proposals of J French proposals down to April last, | 
and of the ar tween England and the United States | 
as to the sett] lebt The book is a valuable supple 
ment to the w nd Moulton, and although written by a 
German is mor Ke 

R. W. W. 

PLenn, C. taxes. (Sacramento, Calif.: State 
T Comm ss 

Pauty,C.A. Z ste Verméqgensteuer. Praktischer Rat 
geber. Han Broschek & Co. 1923. Pp. 65.) 

Yasin, A. Les coslovaquie jusqu’a la fin de 1921. 
(Paris: Edit Pp. 240. 12 fr.) 

Repiapis, P. 7 hen Besteuerung. Neue Wege in der 
Finanzwisser - Miinchen: J. C. Huber. 1923.) 

Suurter, E. D the support of higher educational 
institutions i 236. Austin, Tex.: University of 
Texas 1923 

Arrangements ( British debt to the United States of 
America. Le i \ = nery Office. 1923. 3d.) 

Burns’s income t rgzh: W. Green & Son, Ltd. 1923. ) 

Previous ed hed under title Chamber’s Income Taz 
Guide The 1 1923 Finance act. 

Compass. Fin Vol. III: Jugoslawien, Ungarn. 
(Budapest: Cor Pp. xci, 1848.) 

Distribution of ; with a synopsis of New York 
transfer tax a? laws (New York: Irving Bank 


Columbia Trus 


Federal taa New York: Prentice-Hall. 1924. 


cour 
$10. 

Income taxes in Compiled in the Inland Revenue 
Department. M. Stationery Office. 1923. Pp. 374. 5s. P 
51 od. ) 7 

This is a dig M posing income taxes and cognate taxes 
in the British d nies, protectorates, etc. It covers sixty-six 7 
governments. ‘1 s a result of the provisions in the recent 
Finance acts, 1 ring remedies for the taxation of incomes 


in the dominior n Great Britain. The volume includes a 


1. 
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summary table of rates, exemptions, abatements and the like, as well as a 
full digest of each law separately. 
Cari C. PLeun. 


Inheritance Tax act of California; in effect Auqust 2, 1921, with digest 
of decisions and reprint of former acts, together with tert of Federal 
Estate Tax act and information in reference thereto. Sacramento, 
Calif.: State Printing Office. 1922. Pp. 175.) 


Re} arations: Report on the work of the Re paration Commission from 

1920 to 1922. Amount of payments to be effected by Germany under 
reparation account, official documents | pt. 2). Reparation payments by 
Germany, corre spond nee, June-August, 1923, with the allied govern 


ments. (London: H. M. Stationery Office. 1923. 5s; 1s; Is. 


Report on double taxation submitted to the Financial Committee of the 
League of Nations, April 5, 1923. Geneva: League of Nations. 1923. 
Pp. 53. 2s.) 

In this report Professors Bruins, Einaudi and Seligman, and Sir 
Josiah Stamp discuss the economic consequences of international double 
taxation and the methods by which they can be avoided. In general they 
maintain that taxes on non-residents are amortized in so far as they ar 
imposed on existing investments, but have the effect of hindering future 
borrowing by the taxing country. The different objects that may be 
taxed are analyzed with reference to four considerations: origin, situs, 
enforcement of rights, and domicile of owner. As a result of their 
study the four economists come to the conclusion that non-residents 
should preferably be exempted from taxation, but that where nations are 
unwilling to forego taxing non-residents the different kinds of taxes 
should be assigned, some to the creditor nation, others to the debtor; 
and in case this is impracticable the yield of certain taxes may be pro 
rated between nations by agreement. Although the argument in favor 
of exempting foreign investors is a strong one, it may well be doubted 
if any nation will ever go so far as to repay to foreign stockholders part 
of the taxes that have been imposed on resident corporations, as the 
authors of this report suggest. In this connection it is worth noting 
that the committee of government experts who met in October to 
discuss this same matter were of the opinion that non-resident investors 
should not be exempted except in special cases. Without in any way 
meaning to reflect on the integrity of the four authors of this report, 
one may venture the suggestion that if they had been citizens of Latin 
American states, or British dominions, or even of the western states of 
this country, their recommendations might have been different. Both 
the fiscal and the political arguments in favor of taxing non-residents 
seem much stronger in the less developed parts of the world than they 
do in London, Amsterdam, and New York. 

Rurvs S. Tucker. 


Tax and bond propositions to be voted upon November 6, 1923. (A hicago: 
Bureau of Public Efficiency, 315 Plymouth Court. 1923. Pp. 11.) 
Tax burdens and exemptions. Research report no. 64. (New York: 
National Industrial Conference Board. 1923. Pp. 159. $2.) 
This excellent report was prepared mainly by Mr. L. R. Gottlieb. 
It is a very useful compendium of information on the tax system of the 
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The author announces his purpose to be “an attempt to trace back 
to their origin the main problems which now attract attention and to 
ndicate their relation to one another—to view the whole problem 
from an historical and evolutionary standpoint.” He accordingly 
deals with both the quantitative and qualitative aspects. His discus- 
sion of their mutual relation is, however, somewhat incidental. 

After an initial chapter in which he gives a brief and not very satis 
factory outline of the history of population doctrines, he devotes five 
chapters to biological and anthropological foundations. As a result, 
one has to read nearly two hundred pages before one gets a very clear 
idea as to what it is all about. The arrangement of chapters is faulty, 
for after chapter 2, dealing essentially with reproduction in its bio 
logical aspects, and with emphasis on quantitative considerations, two 
chapters, one on Mendelian inheritance, etc. and one on “the population 
problem among men,” are interpolated before we come to chapter 5, 
on human fecundity. Chapter 6 is a brief but able outline of anthro- 
pological stages. Chapters 7 and 8 set forth, in detail and with great 
wealth of citation, the factors which limit population growth among 
hunting and fishing and primitive agricultural races. Later the prin 
ciples derived for these races are inferentially held to have been in 
operation in pre-historical races, even as far back as neolithic man. 
It is not till we come to chapters 9 and 11 that we get to the heart of 
the book and have before us the author’s central idea and the essential 
contribution which the book is intended to make to the theory of popu 
lation in its quantitative aspect. 

That idea is the idea of the optimum relation between population 
and resources, an idea which the author evidently got from a reading 
of Cannan’s criticisms of Malthus in his Theories of Production and 
Distribution. “There will be,” says Carr-Saunders, “taking into ac- 
count on the one hand the known arts of production and on the other 
hand the habits and so on of any people at any one time in any given 
area, a certain density of population which will be the most desirable 
from the point of view of return per head of population” (p. 200). 
His central thesis, to the attempted proof of which nearly 200 pages 
are devoted, is that this ideal quantitative relation has been attained 
and maintained with practical universality among all men from the 
time when human groups began to possess some degree of technological 
skill, co6peration, and definite territory in the usufruct of which they 
had a recognized right—that is to say, from neolithic times down to 
the present day. 

The reality of the author’s contribution to theory (so far as the 
quantitative problem is concerned) depends upon two things: first, on 
whether the concept of an optimum as an ideal has sufficient definiteness 
to make it a valid scientific concept, and, secondly, on whether enough 
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evidence has ted to establish the conclusion that this 
ideal optimun fairly well approximated in actual life, 

I have no d ept is a valid and useful one. Any 
broad consid problem of quantity of population from 
the point of fare can hardly, indeed, do without it. 
However, whil . correct idea of what the ideal optimum 
is, he not inf: so anxious to prove that the optimum is 
not only an id | ideal, that the concept sometimes takes 
on an eel-lik Passages could be pointed out, as for in- 
stance that o t the Mesopotamian water courses, in 
which the opt ously like a mere subsistence level. 

As to the « the optimum has been realized all along: 
He does pile facts (if we can entirely trust his sources) 
bearing on “fact on” and customs regulating fertility. 
The chief fact (which bear a suspicious resemblance 
to Malthus’ p e abortion, infanticide, senilicide, war 
fare, feuds, d tality; the factors bearing on fertility 
are pre-pubert ending to impair fecundity), prolonged 
lactation, init , postponement of marriage, and absten 
tion from int are added in later times celibacy and 
contraceptiv In primitive races high child mortality is 
due to lack of is an eliminative factor does not become 
important ur ent times, with the agglomeration of 
populations 1 ties. Added to the prevalence of thes 
positive and ] ks, he finds a “remarkable fullness and 
uniformity of the small number of children per family 
in all primitiy “small” appears to mean anywhere from 
two to six liv Coming to historical times, he thinks the 
effect of war as factor has been overemphasized, although 
disease, an aft ir, increases greatly in importance. With 
the high orga ety, famine now appears “for the first 
time,” but hé t proof, that mortality from famine has 
also been ove} \fter the introduction of Christianity cer- 
tain checks 1 ne in importance, while others, especially 
celibacy and px of marriage, increase. With the advent of 
machine indus , the average age at marriage becomes 
lower. Pre-} i ige continues to keep down fertility in 
India, and pré and taboos on intercourse are found 
in ancient Eys 1rious modern Asiatic countries, but not in 
Western Eu tive methods, which he found effective 
among certail e African tribes, are said, on the authority of 
Theilhaber, to ! ployed by the Jews, Germans, Arabs, and 
the Franks b: version to Christianity, as well as by the 
ancient Greek R ns and to some extent in modern India and 
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China. Not until the latest period, however, does contraception be 
come important. Finally venereal disease, producing sterility, comes 
in as an added check. 

Now it is one thing to say that “normally in every primitive race 
one or more of these customs are in use” and quite another to assert 
that “the degree to which they are practiced is such that there is an 
approach to the optimum number” (p. 214). All that is shown is 
that population is kept down—probably to a reasonably stationary 
level—by a high death rate, aided by various practices which limit the 
birth rate. The small number of children is no more proof that the 
optimum is being maintained than that the population is pressing upon 
the limit of subsistence. 

Anticipating, perhaps, this objection, the author very properly 
points out that the conception of an optimum involves a standard of 
living. Several pages of citations are then given to show that among 
primitive races the desire to maintain, or at least the custom of main 
taining, a certain standard of living produces certain conventions 
which are interpreted as consciously designed restrictions on popula- 
tion increase. Pressure is exerted on the young man to acquire skill 
before marriage, and the parents of the girl anxiously inquire into 
his capacity to provide for a family. Thus marriage is postponed. 
Primitive men marry comparatively late in life, especially when they 
have to collect the purchase price beforehand. But granting all this, 
I cannot see that it constitutes evidence, either that the tribal elders 
have any conception of an optimum or that an optimum is uncon 
sciously and automatically reached. All that it necessarily means is 
that a standard of living, having been established above the subsistence 
level, serves, with the help of certain tribal folkways (which may have 
originated in a dozen different ways not connected with the economic 
situation), to mitigate the severity with which the positive checks or 
“climinative factors” work. The author would have made out a better 
case had he been able to show that customs limiting fertility were 
adopted with the purpose of diminishing the operation of the elimina 
tive factors, for instance, child mortality due to lack of care. Only 
for very recent times could this be done. He is wise not to attempt it 
for primitive folk. Yet it should surely occur to him that an “opti- 
mum” maintained largely through eliminative factors is hardly the 
work of intelligence. It is at best a stage in evolution toward the 
rationally striven-for optimum which should be our present aim. 

Conclusive evidence that primitive races maintain the optimum possi- 
ble under given conditions of skill, etc. he admits is not at hand. But 
that famine and starvation are rare he considers proved by the fine 
physique of these people. Finally, to clinch his point, he resorts to 
the a priori argument that those tribes which attain the optimum have 
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the advantage in 1 sses of natural selection. This is a doubt- 
ful argument, { not follow that the group with the lowest 
standard of living ecessarily be the loser in the struggle for 
existence. Otherv \ ca would need no Chinese exclusion law, 
and no Gentleman’s Agreement with Japan. 

Coming to t cal period, the complication occasioned by 
class and diffe: ome is noted, but brushed aside. He holds 
that the idea ot ypt m is not invalidated, because there is move- 
ment from class | iss and there can hardly be, in consequence, a 
question of overpopulation in any one class. I find it hard to attach 
any definite mear to “overpopulation” in such a connection, unless 
it have to do with labor supply and wages. Abstracting from all 
questions of ine ties or inequities of distribution, there certainly 
is an ideal opti But actually, any class might so limit its num- 
bers, to the end of d nishing the supply of the services it provides, 
and so enhancing its own share in the social dividend, that the optimum 
for the complex il group as a whole would fail to be attained. 
But such considerations play little part in the author’s thought. He 
consistently avoids discussion which would involve intricate economic 
analysis. Instead he here proceeds to more historical citations, bring- 
ing the catalogu: checks down to the industrial revolution, and 
asserts again that “it must be assumed that the number of families 
felt to be desirable was somewhere about that which given all the cir- 
cumstances produces the maximum benefit from coéperation” (p. 282). 
Why so, does not s to me at all clear. 

The optimum, whatever it is, is not attained without conscious limit- 
ation. Therefore Carr-Saunders rightly deplores the common tend- 
ency to underestimate the power of increase. On the other hand he 
does not share the pessimism of Knibbs and East, because he evidently 
thinks that conscious limitation is so firmly established a human tradi- 
tion that it can be relied upon to maintain the optimum. Misled by 


Cannan, he also conceives the optimum as a relation between numbers 
and productive capacity, not in agriculture—which would be the true 
comparison—but in industry, which is quite another matter, and one 
not nearly so relevant 

Migrations can afford but little relief to overpopulation, he cor- 
rectly holds, but he also says that population pressure has not been a 
cause of migrations. He brushes aside the Irish emigrations as of 
mainly political significance, does not mention Italian emigration, and 
offers no explanation for the successive swarmings of eastern peoples 
over central Europe. Population pressure, he avers, would be contin- 
uous, while migrations are always sporadic—a curious conclusion, in 
view of the history of immigration into the United States. Similar 
strained interpretations of the causation of war and of unemployment 
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are given. International differences in wages, for instance, are due to 


lifferences of skill employed. Differences in natural resources seem 
to play no part. The fact that the most densely populated countries 
exhibit the lowest wages does not suggest to him a casual relation be 
tween density and income. 

Some slight errors in citation and typography may be noted. On 
page 18 “Vol. I’ of the second edition of Malthus is referred to. There 
was only one volume. Page 31, W. P. Gregg for W. R. Gregg. Page 


go. 
33, Pierson referred to as a Danish economist. Page 91, the north 
boundary of the United States given as 45. Page 395, Huntingdon 
for Huntington. Page 494, title of J. A. Field’s article on the 
“Early Propagandist Movement” wrongly given. Page 495, date of 


publication of Godwin’s Political Justice given as 1798. 
On page 45, the statement is made that the majority of ripe ova are 


always fertilized; the statement is repeated on pages 51 and 96. Are 


they? On page 57, symbiosis is apparently confused with parasitism. 
On page 110, it is said that the orang and chimpanzee build nests in 


trees. Do they? On page 164, the Navahos are called a “pastoral” 
people. Are they? 

A long bibliography is appended. It consists mainly of anthropo- 
logical works. Only two or three economists are included. No title 
from the voluminous French literature on population, or from the 
long list of penetrative studies made in Germany in the last decade or 
so, is mentioned. 

Nevertheless, when all adverse criticisms, essential and non-essential, 
have been made, the fact remains that Carr-Saunders has given us a 
real and significant contribution. The book is not a treatise on “the 
population problem” ; it is rather two monographs, one on the history 
of checks to population growth, the other a well-considered and_phil- 
osophical survey of the issues involved in the controversies aroused by 
the selectionists and eugenists. Both are valuable and significant ad- 
ditions to population literature in spite of the fact that the theory 
of a realized optimum is by no means established. 

A. B. 

Ohio State University. 


NEW BOOKS 


CamMpBELL, P. C. Chinese coolie emigration to countries within the British 
empire. (London: King. 1923. Pp. 240. 10s. 6d. 

Davie, M. R. A constructive immigration policy. (New Haven: Yale 
University Press. 1923. Pp. 46. 60c.) 

Author favors restriction, but criticizes present literacy test and per 
centum ratio as inadequate methods. The literacy test should be aband 
oned and tests of mentality and physique substituted. Emphasis should 
be placed upon selection. 
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1d New York: Oxford Univ. Press. 1923. 
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Eine bevilkerungs-polit. Studie iiber 
1s Vienna: Wilhelm Braumiiller. 1923. 


leggi dell’ emigrazione. (Turin: Bocca. 
Philadelphia: Lippincott. 1923. 


noirs aux Etats-Unis. (Paris: Payot. 


people in the United States and of the 
been proposed of the difficulties connected 
ts out that the increase in their numbers is 
hat of the white population. He empha 
lustrial organization, and the resulting dis 
from when they come north, as they have 
bers in late years, to compete with other 


R. R. W. 


nst civilization. (New York: Charles 

Pp. 274. $3.) 
rlier books, The Rising Tide of Color and 
the reading public something worthy of 
1 the level of real scholarship. So much can 
the present volume. As revelations of senti 
larly attainments and intellectual interests, 
sting The Rising Tide of Color is tinctured 
N ordic complex. In The New World of Islam, 
ler outlook, if still somewhat lurid; for here 
nptious nationalistic or racial egotism on the 


i—a caution which is suggested not by reason 
ise a survey of political and cultural move- 
world gives good grounds, in Mr. Stoddard’s 
scretion. In the present volume scholar- 

tion in statement, go by the boards. Accepting 
writers like Madison Grant and the rest 
ttresses them with fear of the “‘under-man.” Not 


to civilization—by which he means Western 
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‘YER civilization—from without, from a consolidated Moslem fanaticism, from 
brown and yellow men of the Orient armed with Western munitions and 
war. Eastern fatalism, he now finds the greatest menace within our own West 
mics ern fold, the specter of bolshevism. 
923 He starts off with an idea of which he might have made something 
namely, that civilization is becoming so complex that it will tax our 
oned utmost capacity to control it. Graham Wallas wrote his The Great 
itary Society around this idea, and he wrote a book which has had, and will 
war; continue to have, a profound influence for constructive thinking on world 
rt II problems. Whatever defects we may find in his psychology, Wallas 
at least appeals to psychology for aid in analyzing and presenting to us 
993 the problems of the organization of social thought and the social will. 
ii Stoddard, on the contrary, turns, not to scientific biology, which he might 
have done, but to the cocksure eugenists, Galton, Whethem, Poponoe and 
liber Johnson, and to those popular “authorities’’ who have convinced them 
1928 selves that the world is going to the dogs through race suicide and the 
cessation of natural selection. He does, to be sure, throw in some ill 
occa. balanced considerations as to what the biology of the last ten years 
has taught (?) about the powerlessness of environment, and inserts a 
923. few tables from the army mental tests, which he views in an entirely 
uncritical spirit, and Q. E. D., the world, and the United States in 
particular, is in imminent, deadly peril of witnessing a destruction of its 
ayot civilization by the “atavistic revolt” of the under-men. 
Greatly impressed with the infallibility of the army mental tests, 
the which he interprets as revealing the population to consist, to at least 
ected seventy-five per cent, of under-men, he regards the situation as next to 
ra hopeless. There is no hope for us superiors as long as this horde of 
pha under-men is among us, for neither better food and housing, better health 
dis and fuller employment, or better education, can change the under-man. 
have Thus we are to be continually menaced, from without by the yellow peril, 
other from within by a reversion to “congenital barbarism.’”’ The under-men 
and the under-races are a constant threat to us, if not through open attack, 
W. then through “peaceful penetration.”” And unfortunately these menacing 
arles hordes are “usually highly prolific.’ Civilization, in the best spirit of 
Mr. C. B. Davenport, springs from the creative urge of superior germ 
- and plasm; “even to maintain that civilization the human stock must be kept 
ry of superior.” Superior to what ?—one is moved to ask. 
1 can Toward the end of the book, in the chapter, “The war against chaos,’ 
enti the author comes out for freedom of speech and freedom for the function 
rests, ing of creative intelligence. Needless to say, however, even creative 
tured intelligence, the exclusive possession of that “thin red line’ consisting 
slam, of the thirteen per cent who made A or B in the army tests, can rescue us 
here from the danger of atavistic revolution of the under-men only by insti 
n the tuting a eugenics program to build up a “neo-aristocracy” of somewhat 
thicker dimension. 
nove A. B. 
ard’s 


Unsuetm, E. Geburtenbeschrénkung und Sozialismus. Monographien 


olar zur Frauenkunde und Eugenetik, Sexualbiologie und Vererbungslehre, 6. 
pting (Leipzig: Kabitzsch. 1924. Pp. vi, 100.) 

Wrieut, H. Population. ambridge economic handbooks, J. M. Keynes, 
t a general editor. (New York: Harcourt, Brace & Co. 1923. Pp. xii, 180. 
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It is a diffi to compress so large a subject into a smal] 
book of some Success depends not only on ability to say 
much in few word re on judgment in selecting for discussion 
what is most nderstanding of the subject. Many matters 
of very great nd rhaps of an importance only slightly secon 
dary must be tted In his choice of emphasis Mr. Wright 
shows excelle He sees, properly, the population problem 
as primarily a m. but he does noi. as is the wont of som: 
economists, 01 tory social and political elements. Nor does 
he attempt t ! terest and readability to an illusory, compact 
comprehensivé style just what it should be in such a book. 
Like most Eng ntrast to our somewhat less attention to such 
matters in A nviable lucidity of style. This, coupled to 
the challenging icts he selects for presentation, must assur 
the book a ré¢ 

The book is wri th Ex sh readers in mind, and naturally pr 
sents the po} from the standpoint of England. The 
two outstanding pter 5 on Coal and Iron and chapter 7 
on Internatior Problems. Certainly no Englishman can 
read the chay ron or the discussion of food and raw 
materials in « y what is said about the supplies of raw 
cotton and wi ng a genuine solicitude about the future of 
his country, ty to face facts at all. Nor can the 
American, aft h a chapter, sit back in secure contentment, 
even if, as Mr ntu1 to think, the United States has such 
supply and \v ; that we could go on living even if 
Europe disap} t book did nothing more it would have 
contributed a nging to popular attention, in a well-balanced 
but striking wa ‘oblem which Jevons, a generation ago, 
called attenti t ( | Question. 

Everyone sh 7 [I regret that space forbids an extend 
ed review of it t f recent history is the transformation of 
the spirit of nat ne which seeks unity and resists oppres 
sion into a j tion of differences and a desire to oppress 
others.” “Th towards the codrdination of the number of 
human beings food supply will not be taken until we 


have ceased t 


advantage over rival nations as more 
important tha humanity as a whole.” Neither war 
nor emigratior ly for overpopulation. Anent the teeming 
Eastern popul I Can we tell them that they must limit their 
numbers while | tit to increase and spread its children over 
the whole eart! ncile such ideas as ““White Australia” and th 
Nordic cult wit t f peace and disarmament is impossible. Ther 
is, as these cita st. a breadth of view and reasonableness in this 


chapter which is refreshing 


A. B. Wotre. 


Australian popu statistics, summary, 1922. Australian de 
mography, bull. : Melbourne: Commonwealth Bureau of Census 
and Statistics 249 7s. 6d.) 

Customs formalities f il Conference on. Preparatory documents. 

Geneva: Lea; s, Economic Committee. 1923. Pp. 26.) 


\ 
I 
] 
( 


1924 | Social Problems and Reforms 149 
] rte rnal migration of the Dor inion of New Zealand, statistical report for 
22. (Wellington: Census and Statistics Office. 1923. Pp. 28. 


Fertility of marriage, part Il. Census, England and Wales, 1911. (Lon 
don: H. M. Stationery Office. 1923. 30s.) 


Social Problems and Reforms 


NEW BOOKS 


\ssott, G. Ten years’ work for children. Children’s Bureau, U. S. Dept. 
of Labor. (Washington: Supt. Docs. 1923. Pp. 10. 5c. 
Reprinted from North American Review, August, 1923. 


\ppams, J. Twenty years at Hull House. With autobiographical notes. 


Pocket American and English classics. (New York: Macmillan. 1923. 
Pp. XVill, 467. +8c. ) 
\vcLtert, H. Les femmes au gouvernail. (Paris: Marcel Giard. 1923. 


Pp. vii, 407. 5 fr.) 
The last work of the author, who died in 1914 after having fought for 
fifty years for the political, civil, and economic enfranchisement of women. 

Batpus, S. A. The new capitalism. (Chicago: O'Donnell, Printer, 621 
Plymouth Court. 1923. Pp. 489. $3.85.) 

Bonser, F. G. and Mossman, L. C. Industrial arts for elementary schools. 
(New York: Macmillan. 1923. Pp. 502. $2.40.) 

Bootne, V. B. The political party as a social process. Doctoral thesis. 

Philadelphia: University of Pennsylvania. 1923. Pp. 130.) 

SossieRE, R. E. Une solution de la crise mondiale. (Paris: Rousseau. 
1923. Pp. 30.) 

Crockett, A. C. and Ciow, J. M. Occupations of junior workers in De 
troit. (Ann Arbor, Mich.: Univ. of Michigan, School of Business. 1923. 
Pp. 76.) 

Custis, V. The foundations of national industrial efficiency. (New York: 
Macmillan. 1923. Pp. xiv, 324. $2.25.) 

Exriwoop, C. A. Christianity and social science: a challenge to the church. 

New York: Macmillan. 1923. Pp. x, 220. $1.75.) 

Farnswortu, B. B. Practical psychology. (New York: C. W. Clark Co., 
128 W. 23rd St. 1923. Pp. 315. $3.) 

Finer, H. Representative government and a parliament of industry. 
(London: Allen and Unwin. 1923. Pp. 273.) 


Forp, J. Social problems and social policy. (Boston: Ginn & Co. 1923. 
Pp. xiii, 1027. $4.) 
A collection of 132 readings on social purpose, social method, and 
problems of defectiveness, poverty, and criminality, selected from a wide 
range of literature. 


FriepperGer, E. Untersuchungen iiber Wohnungsverhiltnisse, insbeson 
dere iiber Kleinwohnungen und deren Mieter in Greifswald. (Jena: 
Fischer. 1923. Pp. 222.3 


Gowrn, E. B., Wueattey, A. W. and Brewer, J. M. Occupations: a tezt 
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itional quidance of boys and girls. 
Revised edit I 1923. Pp. x, 441.) 

HarTMANN, M l its consequences to American liberty. 
St. Louis: S bition League of Mo. 1923. Pp. 144. 

Haynes, R. A it Garden City, N. Y.: Doubleday. 
1925 Pp 

By the Ur mer of Prohibition. 

Hotes, S. J nd eugenics. (New York: Harcourt. 
1923 P} 

Jenkins, F. W trial psychology, a selected bibliography. 

New York: ] lation. 1923. Pp. 4. 10c.) 

Jounson, | j ess world. (Philadelphia: Lippincott 
1923 rp. 2 

KIMBALL, T } n on city planning and zoning, including 
vefprences 01 national planning. (Cambridge: Har 
vard Univ. P x, 188 

Martz, C. E Social science for teachers.  River- 
side textboo! Boston: Houghton Mifflin. 1923. Pp. 
352 51.90 

Monroe, W.S [= The status of the social sciences in the 
high schor [ssociation. Bureau of Educational 
Research, b Il] Univ. of Il. 1922. Pp. 38. 50c.) 

Morcan, DeW rking together. (New York: Scribner. 
1923. Pp. 

Prererson, J lities of white and negro children. 
Comparative sraphs, edited by W. S. Hunter, vol. I, 
serial no. 5 V ms & Wilkins Co. 1923. Pp. 141.) 

Raupu, J C) | analysis: how to find the niche in lif¢ 
in which 1 t successful. (Los Angeles, Calif.: The 
Pacific Inst \nalysis. 1923. Pp. 382. $4.50.) 

Ritzy, J. L. rganization of immigrant education in 
the state of | no. 756. (Albany, N. Y.: University of 
State of New Pp 36. 10c. ) 

Russevy, B. A industrial civilization. (New York: 
Centurv Co 

Setvipar, R. W rade. Peoria, Ill.: Manual Arts Press. 
1923 Po. | 

Spatpine, H. S cial service. (Boston: D. C. Heath & 
Co 1925 I 

Sremner, R. 7 nwealth. Translated by E. Bowen- 
W EDGEWooD Threefold Commonwealth Publishing 
Assoc 1ation., c OO. ) 

This essay sop! vhich was published in 1919, and has since 
been translat European languages, is an attempt to inter 
pret social lif fold point of view—economic, political, and 


spiritual. ‘I conomic is to provide a living by asso 
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ciated effort: that of the political is to define right: and the function of 
the spiritual is to provoke the development of all the powers of man 

Both capitalists and socialists, the author believes, err in laying too 
much stress on the economic side of life and too little on the side of 
rights, and in ignoring the free spiritual life, from which alone com 
inspiration and sustaining power. There should be, he thinks, complete 
separation of the “rights of state’’ from the economic state, and no inter 
ference with the free development of the human spirit. Therefore, the 
state should undertake no economic functions; economic interests should 
in no wise control the state; and education, independent of both, should 
take form according to the free development of the human spirit. 

When the threefold commonwealth is realized, there will be a suffi 
ciency of commodities, greater equalization of wealth, a growing sense 
of social solidarity, both national and international, and a tremendous 
release of spiritual energy which should create a civilization greater than 
any which the world has seen. 

Dr. Steiner’s Platonic speculations may be fanciful and visionary, 
but they serve to stress and reiterate the important truth that in th 
growth of civilization the material and the spiritual must go hand in hand 

di E. Lt RossiGNou. 


Tuompson, W. Federal centralization. (New York: Harcourt, Brace. 
1923. Pp. vii, 399.) 

“A study and criticism of the expanding scope of congressional legisla 
tion.’ Contains chapters on Constitutional basis for a federal police 
power; Social legislation, including regulation of public morals, promo 
tion of public health; Economic legislation, including the subjects of 
transportation, business combinations and labor; and Hazards and poss 
bilities of centralization. The author belongs to the faculty of political 
science of the University of Wisconsin. 


Towner, R. H. The philosophy of civilization. Two vols. New York: 
G. P. Putnam’s Sons. 1923. 5.) 


Wi EKS, A. D. The control of the social mind: psye hology of economic and 


political relations. (New York: Appleton. 1923. Pp. xviii, 263. $2.25.) 
Wittiams, G. Social aspects of industrial problems. (London: King. 
1923. Pp. 272. 6s.) 


Witson, C. T. and Picxertr, D. E. The case for prohibition: its past, 
present accomplishments, and future in America. (New York: Funk & 
Wagnalls. 1923. Pp. 274. $1.75.) 


Witson, W. H. The evolution of the country community. Second edition, 
enlarged and thoroughly revised. (Boston: Pilgrim Press. 1923. Pp. 
xiii, 258. ) 

Wore, A. B. Conserz ation, radicalism and scientific method an essay 
in social attitudes. (New York: Macmillan. 1923. Pp. xiv, 354. $3.50. 


Woop, E. E. Housing progress in western Europe. | New York: Dutton. 
1923. Pp. 210. $3.) 
Deals primarily with the treatment of housing problems in Great 
Britain, Belgium, Italy, France, and Holland. Contains bibliography of 
six pages, and illustrations, 
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Chicago: Chicago Council of So 


\ 1923 Pp. 317. $2.) 


Children’s Bureau pub. n 
Pp. 715. 
ing child welfare, by Elizabeth 
m, Lydia toberts. 

report for 1922. Pub 
lic Welfare. 1923. Pp. 16. 


the ai spices of the American 


Chairman, Commission in Charge. 
Macmillan. 1923. ) 


Special report, no. 25 


( ference Board. 1923. Pp. 32 


» reian cities. Los 
Savings Bank. 1923. Pp. £5. 
T tod Stat : a list of references 


Washington: Supt. Docs. 1923 
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Academy of Political Science, vol. X, 
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LEISCHMAN, E. E. Adjusted compensation for soldi rs, a debate hand 
book. Extension series, vol. I, no. 8. Lexington, Ky.: University of 
Kentucky. 1925. Pp. 200 
GruBe, H. Privatversicherung und Geldentwertuna. Berlin: Industrie 
bet verlag Spaeth & Linde. 1923. Pp. 143. 
Py] HIL., L. and WILKIN, R. H. Workmen’s compensation statute law ; an 
ay analytical and compared digest of the statute law of all the states and 
; territories relating to workmen’s compensation. St. Louis, Mo.: Law 
rican Printing Co. 1923. Pp. 391. $5. 


HvuesBner,S.S. Life insurance: a textbook. 
York: Appleton. 1923. Pp. xviii, 496. 
») Krac HT, F. Die Rotterdamer Seeversic herungs Borse 
Bedeutung und Bedingungen. 
Pp. xi, 236. 


Revised and enlarged. (New 


ihre Entwicklung, 
(Weimar: Straubing & Miller. 1922. 


Manes, A. Sozialversicherung (Arbeiterversicherung und 


Angestellten 
versicherung ). Sammlung Goschen, 267. Fifth, revised edition. ( Berlin: 
n Walter de Gruyte r & Co. 1923. Pp. 124. 25c.) 
Q9 


An account of the laws relating to the insurance of workmen and offi 


cials, with a short introduction describing the first steps towards this end 
inted taken by Bismarck in 1881 and his successors. 


May, E.C. The empire of life insurance. Peoria, Ill.: Press of E. Hine 
& Co. 1923. Pp. 286. ) 


{utomobile insurance manual; showing models, list prices and symbols for 
passenger and commercial automobiles, also rules, rates and premiums for 


fire and transportation, theft, collision, property damage, tornado, cyclone, 


: windstorm, hail, earthquake, explosion, water-damage, riot, insurrection 
tar and civil commotion insurance for the state of New York. (Chicago: 
Ben P. Branham Co. 1923.) 
— Experience with mutual benefit associations in the United States. Research 
report no. 65. (New York: National Industrial Conference Board. 1923. 
Pp. 155. $1.50.) 
Illinois workmen’s compensation act and decisions of the supreme and 
appellate courts and the Industrial Commission, with references to negli 
font gence and compensation cases annotated. (Chicago: Callaghan & Co. 
1922 1922. Pp. 1041-1104.) 
} Prominent patrons of life insurance; a list of about 12,000 prominent per 
sons who are insured for amounts varying from $50,000 to $4,600,000. 
New York: Spectator Co., 135 William St. 1923. Pp. 377. $4.) 
me “Special lines” lectures. (New York: Insurance Soc. of N. Y., 84 William 
— St. 1923. Pp. 85.) 
en Workmen’s compensation supplement to department reports of Pennsyl 
. vania. Edited by K. E. Ricuarps. teprinted from vol. 8 of depart 
= ey ment reports of Pennsylvania. Harrisburg: Telegraph Printing Co. 
1923. Pp. 483.) 
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Paupe ind Relief Measures 


Locn, C. hampion Papers And addresses 
i 
London: ¢ Pp. 223. 4s. ) 
Unit t Forty-fourth report. (New York 
United Charit nd St 1923. Pp. 56.) 


Soci perative Enterprises 


ApLer, M D Intellektuellen. Fourth edition 
Vienna: W Pp. 104.) 

Dit HI K und {narchismus. Db Vor 
lesur Fif Jena: Fischer. 1923. Pp. vii, 
£5] 

DraHn, | VM Lebensbild Karl Marz’ in biograph 
ech [: Karl Mara’ Leben und Schriften. 
Second, enlars Deutsche Verlagsgesellschaft fiir 
Politik nad WG ) 

GREILING, W VM ystheorie. Eine Untersuchung 
des Erqeb runqs-Literatur. (Berlin: Ver 
einigung intern 1923. Pp. vili, 150.) 

HILFERDING, R ne Studie iiber die jiingste Ent 

ung K lien, 3. Vienna: Wiener Volks 
buchhdl 19 

Kranotp, A. D S mus Jena: Thiiringer Ver 
lagsanstalt u. | i 1 , 248 

KuLEMANN, W egung. Vol. I: Geschichtlicher 
Teil Darsté len Kulturlandern sowie der 
internat Y n: Otto Liebmann. 1922. Pp. x, 


Laver, H. W 1d abroad. (New York: League 


for Industrial | ' 1923 Pp. 72. 15c.) 
LuxAcs, G G usstsein. Studien iiber marvis 
tische Dialekt 1923. Pp. 343.) 
MartTIn-SAINT-| G. T., syndicalisme et communisme. 
Paris: Lib. P 
Myers, 1] I open letter to Sir John Simon 
London Lab n Sq. 1923. Pp. 15.) 
Ocata, K T') in Japan. London School of Eco 
nomics series, 1! Kir 1923. Pp. xv, 362. 12s. 6d. ) 
Includes chay ties, marketing societies, purchasing 
societies, and a ers. The volume was prepared as a 
thesis for the d losophy in the University of London. 
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OncxeNn, H. Lassalle. Eine politische Biographie. Fourth revised edi 
tion. (Stuttgart: Deutsche Verlags-Anstalt. 1923. Pp. 562 

Ratea, M. L’idée de révolution dans les doctrines socialistes. Etude ir 
l’évolution de la tactique révolutionnaire. Paris: Marcel Riviére, Edi 
teur. 1923. Pp. 402. 15 fr. 

VANDERVELDE, E. Réalisations socialistes. Bruxelles: L’Eglantine. 1923 


Pp. 269. 6 fr.) 
Wiaarns, J. E. Workers’ non profit codperatives. Chicago: C. H. Kerr 


& Co., Coope rative. 1923. Pp. 122.) 
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NEW BOOKS 


Estasrook, L. M. La industria lechera en el mercado mundial. (Buenos 
Aires: Ministerio de Agricultura de la Nacién, Seccion Propaganda e 
Informes, Paseo Colin 974. 1923. Pp. 50. 

tesult of an effort to compile data on the world’s dairy industry 
for use of the Minister of Agriculture. 

Programa estadistico y econdmico para el Ministerio de Agri 
cultura de la Repiblica Argentina. (Buenos Aires: Ministerio de Agri 
cultura. 1923. Pp. 170.) 

Outlines a scheme of organization for the Dirrecci6én de Economia 
tural y Estadistica and a program for future development, and discusses 
some of the more important principles of statistics which should be 
observed in the collection and summarization of the agricultural statistics 
of Argentina. This program has been sanctioned by ministerial decree 
and will be put into effect as rapidly as possible. 

Fark, I. S.. The principles of vital statistics. (Philadelphia: Saunders. 


1923. Pp. 258. $2.50.) 

Firtu, W. and Herrmann, G. Valuta-Tabellen 1914-1923. Sonder 
veréffentlichung d. “Wirtschaftskurve” 3. bis einschl. Sept. 1923. (Frank 
furt am M.: Frankfurter Societats-Druckerei Abt. Buchverlag. 1923. 
Pp. 60.) 

Guiover, J. W. and Carver, H. C. Tables of statistical data for the use 
of students of mathematical and economic studies. (Ann Arbor, Mich.: 
George Wahr. 1923. Pp. 53. 75c.) 

Gott, A. Die Statistik im Zusammenhang mit der Gesamtorganisation. 
Hamburger Kaufmannsbiicher, 10. (Hamburg: Hanseatische Verlags 
anstalt. 1923. Pp. viii, 256.) 

Peart, R. Introduction to medical biometry and vital statistics. Phila 
delphia: Saunders. 1923. Pp. 279. $5.) 

Porteus, S. D. Studies in mental deviations. (Vineland, N. J.: The 
Training School. 1922. Pp. xi, 276.) 

Zizek, F. Grundriss der Statistik. Second revised edition. Munich: 
Duncker & Humblot. 1923. Pp. viii, 553.) 

Abstract of the fourteenth census of the United States, 1920. Washing 
ton: Sup. Docs. 1923. $1.50.) 


Innuaire statistique. Vol. 38. (Paris: Ministére du Travail. 1923.) 
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Theory 


(Abstracts by Morris A Copeland) 


theoretischen Nationaldkonomi¢ Archiv f. Sozial 
itment of the 


Amonn, A. Cassels System der ] 
wis. u. Sozialpol., Heft 1, 1923 Pp. 87 Discu s Cassel’s tre 
rice problem, distribution, interest, rent, and wages. Criticizes confusion be 
tween the descriptive and the normative approach Io be concluded 

AnroneLLi, E. Recent tendencies in French theoretical economics. Jour. Pol. Econ., 

Aug., 1923. Pp 4. Review of two treatises of the same title, Cours d'Economie 


Politique, one by C. Perreau, the other by H. Truchy. Both emphasize the 


factual and descriptive side. 

G. Les origines ifaliennes de la science économique. Rev des Sci Pol., 

20 fhe theory of value and of money had its real origin 
Galiani formu 


\RIAS 
July Sept., 1923 Pp. 
n Italy in the sixteenth century, evolving there gradually until F. 


ited its fundamental principles (1753). 


Baxa, J. Der Ursprung von Friedrich Lists Theorie der produktiven Krdafte. 
Zeits. f. Volkswirts., Heft 1-3, 1923 

Bernarp, L. L. Invention and social progress. Am. Jour. Sociol., July, 1923. Pp 

Physical and method inventions in the physical sciences have done much for 

progress and may accomplish vastly more. “But the greatest advance in the future 
vill probably come through the application of method inventions in the social 

ciences to the improvement of our social institutions and organization.” 


echnique Psychol. Rev., Nov., 1923. Pp. 31. “Our 


not built primarily upon biological inheritance but 


on the social and psychological transmission of internally and externally stored 


Ne uro pes uchic 


ocial organization, therefore, i 


cquired neuro-psychic technique 
irarnacer, B. G. The bases of Indian economy. Indian Jour. Econ., Oct., 1923 


Pp. 12. Advocates interpreting Indian economy in the light of geography and 
ial, religious, and political institution 
Nak, J. Adam Smith, 1723 and 192 Economica, June, 1923. Pp. 4. “He not 


ly teaches economics, he makes economists.” 


iATTA, G Vilfredo Pareto. Rif. Soc., Sept.-Oct., 1923. Pp. 19. An estimate 
of the work of Pareto, who died in August, 1923. 

atkiewicz, L. von. Bihm-Bawerks Hauptwerk in seinem Verhdltnis zur sozial 
istischen Theorie des Kapitalzinnes. Archiv f. d. Geschichte d. Soz. u. d. Arbeiterb., 


Heft 1 u. 2, 1923. Pp. 13. Criticizes the attempt to show that Marx’s view of 


interest is self-contradictory. 
Cannan, E. Adam Smith on twentieth century finance. Economica, June, 1923 
Pp. 5. “He would take a gloomy view of the present problem of national debts.” 


Carver, T. N Birck’s “Theory of Varginal Value.” 
“The main argument is sound” but disregards American material on mar 


Quart. Jour. Econ., Aug., 1923 


Pp. 8. 
inal utility. 


CrarK, J. M. Overhead costs in modern industry. II and III. Jour Pol. Econ., 
April, Oct., 1923 Pp. 34; 31 Il: “Among the variables which govern industrial 
efliciency ther re twelve to do with over 


fairly tangible ones whose effects have 
Proportion of factors, capacity, standardization, and joint cost are 


head costs 
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e-scale plants is considered, wit} 


ry generalization. 
1923 Pp. 5. 


n Am. Econ. Rev., 
t e of unen ployment is due to 

juality of incomes, which result 

free money and Foster and 


discussed in contrast. 


Jour. Pol. Econ., Dec., 192 
economic ‘theorists’ for the 


e limitations of physics as a mod 


n iche Giorn. d. Econ., Nov., 
from the birth of Smith and on 
on for summarizing the influenc: 


i de King. Rev. d’Ecor 


\ ilate mathematically an hypo 
pproximating that suggested by 
Harvard Bus Rev., April, 1923 
nd deviation of individual case. 
7 he return on investments. Harvard 
j theory of business profits is applic 
1 real business, subject to the 
t sses incident to” the lack of it. 
Quart. Jour. Econ., Nov., 1923 Pp 
orial volume edited by M. Palyi 
od of social science and the place of 
( der Personenfahrpreise. Archiv f 
S | 8. Considers the effects of rates and 
nger traffic, and public and private 
Vilfredo Pareto. Rif. Soc., Sept 
I 
ind Day, E. E. “The Course in 
; ‘ June, 1923. Pp. 13. Comments on 
Ry w for December, 1922. 
} I and If. Jour. Pol. Econ., Oct., 
ry of tl marginalists has replaced 
tt internally inconsistent and 
propaganda. II: “Economics is at 
1 mere price conception.” “The 
in material factors, more in social 
The Rate of Wages and the Use of 
\ Pp. 2 
Quart. Jour. Econ., Nov., 1923 
he « nted in its pages is thoroughly sound” 
iew to the procedure followed.” 
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FonTana, A Vazzini economista Riv. di Pol. Econ., Sept.-Oct., 1923. Pp. 5 
Mazzini rediscovered as an economist 


Foreman, C, J Economies and profits of good-wil Am. Econ. Rev., June, 1923 


Pp. 16 Distinguishes between profits of good-will derived from intelligent 


patronage or the economies of willing laborers, landlords, capitalists, and entre 
preneurs ; and profits from exploitation of good-will of consumers or of land, 
labor, or capital 


Frank, L. K 1 theory of business cycles. Quart. Jour. Econ., Aug., 1923 Pp 
17 Seeks to account for the cumulative character of business fluctuations throug 


the increase in amplitude for those processes more remote from the consumer du 
to accumulation and depletion of stocks. Credit and price fluctuation ire 
epiphenomenal 


Freeman, R. A. Some ethical consequences of the industrial revolution. Intern 
Jour. Ethies, July, 1923. Pp. 22. “The ethics of industry are in a state of pro 
gressive atrophy; and that atrophy dates from the moment when the natural 
conditions of industry were reversed” and the mechanical means of production 
came to dominate the process 


j 


Garrison, F. W. Franklin and the physiocrats. Freeman, Oct. 24, 1923. P. 1 
Discusses Franklin’s acquaintance with certain of the physiocrats and with Adam 
Smith. 


Gaston, R. Quelques principes de M. Hugo Stinnes sur Uorganisation économique 
Rev. des Etudes Coop., Oct.-Dec., 1923. Pp. 18 


Gint, C. Pathologie économique Une interprétation de la politique économique 


du temps de guerre et de Vaprés-guerre. Scientia, Aug Sept., 1923 Pp. 38 


An attempt to construct a new branch of economic science which shall be to the 


classical economics as pathology is to physiology. 


Grauam, F. D. The theory of international values reéxamined. Quart. Jour. Econ., 
Nov., 1923 Pp. 33 Examines the theories of Mill and Bastable assuming con 
tant cost, no transportation costs, and each nation as a single discretionary fiscal 


unit, but increasing number of commodities and countries and allowing variety of 
size. Leads to important modifications. 


Harpmawn, T. P. Roscoe Pound's “Introduction to the Philosophy of Law,’ W. Va 
Law Quart., June, 1923. Pp. 4. 

Hayes, H. G Rate of wade and the use of machinery. Am. Econ. Rev. Sept . 
1923. Pp. 5. The use of machinery tends to be inde pendent of the general rate 


of wages, the cost of machinery being ultimately a labor cost 


Further comment. Am. Econ. Rev., Dec., 1923. Pp. 2. A reply to 
C. O. Fisher, in the same number 


Heranper, S. Sir Josiah Child. Weltwirts. Archiv, April, 1923 Pp. 16. Child 
is now mercantilist, now free trader, according to the interests of the East India 
Company. His writings are of present significance chiefly as they foreshadow, 
owing to the scale of his business interests, the rise of free world market 


Hirscuer, F. Zur volkswirtschaftlichen Theorie des Verkehres und der Verkehrs 
mittel. Zeit. f. Volkswirts. u. Sozialpolitik, 7-9 Heft, 1923 Pp. 30 Reviews 
the new edition of E. Sax’s Die Verkehrsmittel in Volks- und Staatswirtschaft 

Hockinc, W. E. Instinct in social psychology. Jour. Abnormal and Social Psy- 
chology, July-Sept., 1923. Pp. 14. A review of C. C. Josey’s Social Philosophy 
of Instinct. 

Jounson, A. S. Prospecis of industrial civilization. New Repub., Oct. 23, 1923 
P.1. A review of Bertrand Russell’s book. 

——. A revision of wages theory. New Repub., Sept. i9, 1923. P. 1. 
Reviews Control of Wages, by Hamilton and May. 
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olog can only deal with specific 
fic individuals to specific 


Jour. Philos., Aug. 16, 1923 
nal (rather than biological 
nts, and human act 

lly as they originate fror 


cial psychology. Jour 
92 Pp. 28. “Social psychology 
ental forces”’—nor in the mor 


Rin lie wuoer die Theorie der 
Heft 1-3, 1923 


Zeit f. Volkswirts. u. Sozialpolit 
2 ntitative cost and utility theories of 
, objecting to the former. 


H duart. Jour. Econ., Aug., 1923. Pp. 45 


competitive system in 


e justice, and appraises th 


. ir. Pol. Econ., June, 1923. Pp. 17 
‘ ctive summary o 
Welfa is “a stupendous pie 
% \ Econ represents the reaction 
he position that there 


5. Johnson’s Introduction to Economic 


Lohntheorie. Zeits 
8 Considers certain social factor 


ipetitive economics cannot 
\ ) é The Annals, Nov., 1923 


I d. Geschichte d. Sozialismu 
), “Thr kénnt die Philosophie nicht 


Anthropologist, April-June, 192 


ul Reconstruction”; R. L. Finney’s 
J. D. Ryan’s “Distributive Justice.” 


4 tional income. Pol. Sci. Quart., June, 


2 possibility of a “living wage,” but 


R chen Reichtumsausgleichs. Weltwirts 
one country involves increased 
rriers nd it is held that these 
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Lurwettyn, K. N. Relation of current economic and social problems to the 
ment of the law. Proc. Acad. Pol. Scei., July, 1923. Pp. 10. “The 


restate 


law needs to 


+ 


ct far more quickly than it does in recognizing and giving effect to new business 
institutions as they arise.” 

Lowe, R. H. Psychology, anthropology, and race Am. Anthropologist, July-Sept., 
1923. Pp. 13. “The point at issue is, whether when the organization adequ ite to 
the production of culture, or let us say, of the culture characteristic of the Upper 
Palaeolithic was reached, any further cultural advance was conditioned by equiv 
uent changes in inborn equipment.” ; 


McDovear, W. Purposive versus mechanical psychology Psychol. Rev., July, 1923 


Pp. 16. “Mechanical psychology knows nothing and can teach nothing about 


human motives only the purposive psychology can attempt to understand 


to describe, or in any way to explain them.” 

Moret, J. Vilfredo Pareto. Rev. d’Econ. Pol., Sept.-Oct., 1923. Pp. 6. It is not 
the mathematical form of his economic works which ought to survive him, but the 
profound truths which he has brought to light, employing all the means which 
science could offer him 


NewMaAN, R. The bi-centenary of Adam Smith Positivist Rev.. May, 1923 Pp. 5 


Ocspurn, W. F Dickinson’s “Economic Motives.” Jour. Philos., Dec. 6, 1923. 4 
review. 

Perrin, F. A. C. Psychology of motivation. Psychol. Rev., May, 1923. Pp. 16 


“While important human motives are distinctly biological in character, they also 
reflect a universal human desire for prestige.” 


tapitz, S. Quesnay und die Gesellschaftsordnung in Frankreich vor der Revolu 
tion. Zeit. f. Volkswirts. u. Sozialpol., Heft 4-6, 1923. Pp. 32. 


Ranpauu, J. H., Jr. Josey’s “Social Philosophy of Instinct.” Jour. Philos., Aug 
30, 1923. Pp. 3. 

tren, E. F. Psychic mechanisms and social radicalism. Jour. Social Forces, Nov 
23, 1923. Pp. 5. “Five psychological mechanisms have been mentioned which 
make it inevitable that many laborers and some persons in the middle and upper 
classes will become radicals.” 


Rrepenaver. Grundlagen der Preis- und Lohnbildung (Fortsetzung). Jahrb. f. Na 
tionalék. u. Stat., Aug., 1923. Pp. 14. Concludes an attempt to formulate the 
relationships between products and factors in mathematical terms. 


Rosertson, D. H. Economic psychology. Econ. Jour., June, 1923. Pp. 7. Review 
of Z. C. Dickinson’s Economic Motives and Henry Ford’s My Life and Work. 
Professor Robertson is relieved to find that Dickinson’s investigation does not 
seriously shake the foundations of utilitarian economics. As to Mr. Ford, he is 
skeptical about generalizing from “observation of his behavior-data.” 


Rowntree, B. S. Some necessary steps toward a solution of the unemployment 
problem. Pol. Sci. Quart., June, 1923. Pp. 30. Examination of various mea- 
sures for the prevention and relief of unemployment. 


Riiut, A. La psicologia econémica del espaiol. Rev. Nacional de Econ., afio VIII, 
num. 47. Pp. 36. 


Scuuster, E. Typisierung als Wirtschaftsorganisation. Weltwirts. Archiv, July, 
1923. Pp. 10. In the current stage of business organization industry becomes 
“Stinnesified”—even the task of organizing becomes organized 


Surpson, K. Further evidence on the relation between cost, price, and profit 
Quart. Jour. Econ., May, 1923. Pp. 15. “The relations between price, cost, and 
investment have been found to be the same for these as for the industries studied 
in the earlier paper.” 
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Sitater, G. Th economic theory. Sociol. Rev., July, Oct., 
1923. Pp. 12 to come to our rescue by offering us, not 
only a truer | re to our purpose.” II: Acquisitiveness 

vith r “The economic relation is seldom, if 
ever, 

Sommer. I Di losef v. Sonnenfels. Zeits. f. Volkswirts. u 
Sozialpol., Hi v Sonnenfels, mercantilism comes to a new 
phase in point tior He attempts to assimilate the con- 
temporary lil tri to a kameralistic viewpoint. 

Souter, G. Wh New Repub., May 30, 1923. Pp. 2. “Ws 
cannot trust t economic laws’ in the modern world to 
bring about a! work and wealth.” 

Swirr. ] t. Jour. Philos., July 5, 1923. Pp 
Discu those } ed the instinct problem by giving it 

ner n 1€ 

['vcwE.u, R. G : n Nelson Patten. Jour. Pol. Econ., 
April, 1923. I 

Warsurton, C. A ion. Indian Jour. Econ., Oct., 1923. Pp 
15 Beg : which distinguishes personal and factorial 
distribution pr old classification of factors. 

Weis, W. R. 7 ( Psychol. Rev., May, 1923. Pp. 7. “The 
fallacy of Li r! having a developmental history, 
Cal it ne s 

W ict and leadership. WHarvard Bus. Rev., 
April, 192 | think of its problem as a problem not 
of cont 

Wore. A. B. sracy. Intern. Jour. Ethics, July, 1923 
Pu. 16... “We. ere aS near as we could, even with our 
present limited and social psychology, to distributing 
opportunity to n to their potential capacities.” 

“The Wealth of N June 30, 1923. Pp. 6. Bi-centenary note, 


from the Lond 


E History (United States) 


Amelia C. Ford) 


Barker, E. (¢ \ n of Texas. Miss. Valley Hist. Rev., Sept., 
1923. Pp. 12. 7 mulated by the panic of 1819, the aboli- 
tion of credit m,. and the curtailment of wildcat banking 
and the conseg er money issues,’ and had “no purposeful 
relatio! the } rv in the United States.” 

Burns, | The ¢ flue on the development of Indiana. Ind 
Mag. of Hist., J River traffic in the days of the flatboat and 
ste 

Cuamsers, H. E estigqe of New Orleans. Louisiana Hist 
Qu art., Oct., 19% 

Crark, J. S. Ti Pittsburgh. Forty-three years of Phila- 
delphia-Balti Pa. Mag. of Hist. and Biog., Jan., 1924. 
Pp. 35. Sets fe mn and the long battle in the Pennsylvania 


legislature over t to the Baltimore and Ohio a right of way 
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Dartinc, A. B. The workingmen’s party in Massachusetts, 1833-1834. Am. Hist 
Rev., Oct., 1923. Pp. 6. Under “Notes and Suggestions.” Dissents from the 
view indicated in The History of Labor in the United States, by J. R. Commons 

and associates (I, 315), that this labor movement represented an urban 


industrial proletariat in Massachusetts in the early thirties; considers it 


and 
pre 
ponderantly a rural and agrarian party with an urban complement of “mechanics,” 
forming the radical wing of the Democratic party, a “country party,” opposed 
to the wealthier conservative elements. 


FERGUSON, W. P. F Michigan's most ancient industry: the prehistoric mines and 
miners of Isle Royale. Mich. Hist. Mag., July-Oct., 1923. Pp. 8. Describes the 
remains, showing methods and implements of copper mining in pre-Columbian 
days on this American island in Lake Superior, close to Canada. 


Guieason, H. Old ships and ship-building days of Medford to 1812. Medford Hist. 
Register, Dec., 1923. Pp. 11. Contains items as to the commodities dealt with in 
colonial trade with the West Indies, and Medford’s commerce with China and the 
Mediterranean region after the Revolution. 


Hn, H.C. The development of Chicago as a center of the meat packing industry. 
Miss. Valley Hist. Rev., Dec., 1923. Pp. 11. Chicago’s supremacy in the packing 
business due to the following factors: introduction of railroad transportation, the 
organizing skill and energy of Morris, Armour, Swift, and the other founders of 
the industry, the facilities provided for the handling of live stock, and the in 
vention of the refrigerator car. 


Hort, A. C. The economic and social beginnings of Tennessee. Tenn. Hist. Mag., 
Oct., 1921. Issued in August, 1923. 


McMurry. D. L. The industrial armies and the commonweal. Miss. Vallev Hist 
Rev., Dec., 1923. Pp. 38. A discussion of the various bodies of unemployed that 
marched toward Washington in °93, and of the motives and significance underlying 
Coxeyism. Considers the whole movement “showed certain reactions of the Ameri 
can frontier spirit to the growing industrialism which was replacing the old 
order.” 


Rircet, R. E. The Missouri Pacific Railroad to 1879. Missouri Hist. Rev., Oct., 
1923. Pp. 24. Traces the history of this road which was one of those built in 
response to the demand for a railroad to the Pacific after the treaty with China, 
the acquisition of Oregon and California, the discovery of gold, and the settling 
of the far West. 


——. Trans-Mississippi railroads during the fifties. Miss. Valley Hist. Rev., 
Sept., 1923. Pp. 20. Describes the financing and actual construction of the vari 
ous roads built beyond the Mississippi in the °50’s, and the way in which they 
contributed to the granger movement; finds they were local in origin, in great part 
premature, and served only as an adjunct to water transportation. “Yet this was 
the period in which the initial inertia was overcome, and the way prepared for 
the expansion of succeeding decades.” 


Rosinson, O. W. Travel in early days. Mich. Hist. Mag., July-Oct., 1923. Pp. 13 
Relates experiences on two trips in the °50’s, getting to and from the mining 
district around Lake Superior. 


SmirnH, A. G. Our over-populated southern farms. World’s Work, Jan., 1924 
Pp. 9. Believes the poverty of the southern farmer due to the lack of manu 
facturing industries which would absorb the surplus rural population, furnish 
a larger market for produce close at home, and sell manufactured goods cheaper 
because of lower freight rates. 


Snyper, H. Negro migration and the cotton crop. No. Am. Rev., Jan., 1924 
Pp. 9. Sets forth reasons for the shifting of vast numbers of southern negroes 
to the North. 
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Horrman, J. W. German commerce in the middle ages. Jour. Pol. Econ., Dec., 
1923. Pp. 14. 


Huser, J. The communist party and the middle class in Germany—the alleged 
communist-fascist alliance. Am. Labor Mo., Oct., 1923. Pp. 11. 


Hyper, L. K. Early commerce of India. Indian Jour. Econ., Oct., 1923. Pp. 14 


KrisHna, B. Economic evolution of the Parsis. Jour. Indian Econ. Soc 
1923. Pp. 11. 


Sept., 


kK zynski, R. R. The real significanc¢ of recent German stock exchange quota 


tions and dividends. Harvard Bus. Rev., Oct., 1923. Pp. 5 

Lavercne, B. Le mouvement coopératif en France. Rev. des Etudes Coopératives, 
July-Sept., 1923. Pp. 13. 

Mann, H. H. A Deccan village under the Peshwas. Indian Jour. Econ., Oct., 
1923. Pp. 17. 

Ménars, O. La Roumanie. L’Econ. Franc., Nov. 24, 1923. Pp. 4 

Merzner, M. Kartellbeschwerden. Kartell-Rundschau, Heft 3, 1923 Pp. 8 

Miu. J. Ds. A percu sur la situation économique du royaume des Serbes, Croates et 
Slovenes. L’Econ. Frang., Sept. 22, 1923. Pp. 4. 

Mousset, A. Les établissement financiers de Yougoslavie en 1921 et 1922. Rev 
d’Econ. Pol., Sept.-Oct., 1923. Pp. 12. 

Nixitine, B. L’Irak économique (avec une carte). Rev. des Sci. Pol., July-Sept., 
1923. Pp. 25. 

Nonm1 Massvero, F. Le clausole economiche e finanziarie del trattato di pace con 
la Turchia. Riv. di Pol. Econ., Sept.-Oct., 1923. Pp. 12. 

Tacer, P. and Extacuerr, B. Notes sur la Russie: le code civil et la législation 
ouvriére des Soviets. Rev. d’Econ. Pol., Sept.-Oct., 1923. Pp. 20 

Varma, J. N. Origin of the cotton industry in India. Jour. Indian Econ. Soc., 
March-June, Sept., 1923. Pp. 16; 17. 

Vinas Mey, C. Datos para la historia econémica de la colonizacion espanola. Rev 


Nacional de Econ., aio VIII, nim. 45. Pp. 28. 


Wentzcke, P. Bibliographische Beitrdge zur Geschichte des deutschen Sozialismus 
in der Bewegung von 1848. Archiv f. d. Geschichte d. Soz. u. d. Arbeiterb., 1 u 
2 Heft, 11. Jahrg. 

The economic and financial condition of India. Round Table, Dec., 1923. Pp. 20 

Financial progress in Czechoslovakia. Commerce Mo., Nov., 1923. Pp. 8 Adoption 
of sound fiscal principles in effort to accomplish stabilization. 

Work of the ministry of social policy in the kingdom of the Serbes, Croats, and 
Slovenes. Intern. Lab. Rev., Oct., 1923. Pp. 18. 


Agricultural Economics 
(Abstracts by A. J. Dadisman) 

Asue, W. W. Forest conditions in the southern states and recommended forest 
policies. So. Atlantic Quart., Oct., 1923. Pp. 9. A discussion of forest conditions 
and policies from the economic viewpoint. 

Barker, J. E. The future of cotton. United Empire, Oct., 1923. Pp. 6. Recent 
development of cotton manufacturing in various countries, possible sources of 
cotton supply, and how Great Britain must meet the situation 

Barrug, A. El problema agrario en Espana. Rev. Nacional de Econ., ato VIII, 
num. 47. Pp. 8. An analysis of the ownership of agricultural land in Spain 
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Benepictr, M. R n the South Dakota wheat belt. So 

Dakota Dept Pp. 25 \ study of 60 farms from survey 
f ze of farm business and combination 
; 

Branp, C. J | ight be done to help the wheat situation 
in the Uni Dec. 22, 1923. Pp. 4. Reprinted from 
Jou f t on, Dec., 1923 A discussion of various 
ispects of t e solutions suggested. 

BrENNIN A e stock in Germany. Intern. Rev. Agri 
Econ.. Oct.-D ples of codperative selling societies are 

CaLLANpeR, W. I The use of “pars” and “normal” in forecasting 
‘Trop Oct., 1923. Pp. 13. Methods of forecasting 


Couuter, J. I rt. Jour. of Univ. of No. Dakota, Nov., 1923 


Pp. 24 lr} nted out and a program leading to the 
I rical factors in relation to agriculture 
Intern. R Agri. July-Sept., 1923. Pp. 13. Review of 
observatio ipon plants 
Fatconer, J. | lucts. Ohio Exp. Sta. Bull. 365, June, 
1923. Pp. 44 n the prices of farm products with 
data pric Fourteen tables are given. 


> 


experiment. Annalist, Oct. 8, 1923 


Pp. 2. Prol products are pointed out and principles o 
organiz ) 

Forrester, R. B ul expansion. Economica, Nov., 1923 
Pp. 6 The nd greater production from the present 
I l | 

FRIDAY Ec f restoring the purchasing power f 
imerican f N 3, 1923. Pp. 4 An analysis of the 
fay 

Graves, L. M ) ? nd how he earns it. Annalist, Nov 
1923 Pp. 3 of the farmers of the United States 
i i whole show n 

Jerrerson, L. P ’ hip in Massachusetts. Jour. Farm Econ., 
Oct., 192 I thods of acquiring farms, and previous 


experienc he study were from 651 farms. Four 

teen table 
Ketrer, H., Jr Vew Jersey farmers. N. J. Agri. Exp 
r. 160 ractical method of keeping farm accoun 


Lirrie, E. ¢ ] Am. Rev. Rev., Dec., 1923. Pp. 3. A 


Lowven, | O Br ers Gaz.. Nov. 29, 1923. Pp. 3. Dis 
cussion of coo} products in general and heat in particular 
Marsu, A. R I f can cotton. Annalist, Nov. 12, 1923 
Pp. 3. Cotton ( States for several years is reviewed, tl 
boll weevil p1 necessity of a higher farm price for 

c poin 


Menpum, S. W r Wisconsin farms. U. S. Dept. Agri 


( 

| 
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Bull. 1144, Mar., 1923. Pp. 23. Detailed costs under farm conditions. Data 
from regular reports by farmers and personal observations. 


OveraakE, H. The codperative purchase of agricultural re quisites in Norway. Intern 
tev. Agri. Econ., Oct.-Dec., 1923. Pp. 7. Development, organization ,and opera 
tion of codperative purchasing societies. 


Perris, G. The problem of inere asing the area of land under cultivation in Japan 
Intern. Rev. Agri. Econ., Oct.-Dec., 1923. Pp. 30. Review of the development 
and present status of ownership of land, measures for increasing the agricultural 
area and production, and results obtained to date. 


Rankin, J. O. Nebraska farm tenancy. Neb. Sta. Bull. 196, Oct., 1923. Pp. 5 
A sociological and economic study of 1141 farms from survey records. Twenty 
four figures and a bibliography. 


SuerMan, W. A., Fiske, G. B. and Mrizter, O. D. Marketing main-crop potatoes 
U. S. Dept. Agri., Farmers’ Bull. 1317, Aug., 1923. Pp. 35. Discusses prices, 
marketing information, and problems of handling the late potato crop. Four 


tables and 16 figures. 


Smirn, A. G. Our over-populated southern farms. World’s Work, Jan., 1924. Pp 
9. An argument in favor of more manufacturing and less farming for the greatest 
good to the southern farmer. 


Watiace, H. C. Federal leadership in agriculture. Jour. Nat. Education Assoc., 
Sept., 1923. Pp. 5. Development and present status of the work of the federal 
Department of Agriculture. 


Warren, G. F. Prices of farm products in New York. Cornell Sta. Bull. 416, Jan., 
1923. Pp. 63. Review of prices in the United States, factors influencing prices, 
probable future prices, and index numbers of prices by months for New York, 
1910 to 1922. 


Worsuam, C. G. Studies in developing farms on western South Dakota ranges. 
So. Dakota Sta. Cir. 5, June, 1922. Pp. 30. An analysis of the farm business of 
61 farms from survey records. Thirteen tables. 


YounGsioop, B. and Cox, A. B. An economic study of a typical ranching area on 
the Edwards Plateau of Texas. Texas Sta. Bull. 297, July, 1922. Pp. 437. Study 
includes an historical sketch, with size, tenure and carrying capacity of ranch 
lands. 


Crop diversification in the United States. Commerce Mo., Nov., 1923. Pp. 5. An 
argument favoring diversified farming throughout the country. 


Railways and Transportation 
(Abstracts by J. H. Parmelee) 

Aisuton, R. H. Railroads perform beyond promise. Nation’s Bus., Jan., 1924. 
Pp. 2. By president of American Railway Association, review of 1923 rail 
performance, with charts. 

Barpo, C. L. Recent railway progress in New England. Ry. Age, Nov. 10, 1923. 
Pp. 3. Improvement in operating efficiency noted, with hope for financial improve 
ment in 1924. 

Benuam, R. The railways under their new form of working. Bankers’ Mag. 
(London), Nov., 1923. Pp. 4. No economies probable from consolidation in 1923. 

Buppen, F. H. New railway statistics in India. Ry. Gaz. (London), Sept. 28, Oct. 
12, 1923. Pp. 4; 3. 


Craven, L. Railroad valuation: a statement of the problem. Ry. Age, Nov. 3, 1923 
Pp. 6. Ascertainment of true value, rather than determination of a rate base, 
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dec red t he f ican Bar Association Journal, Noven 
ber, D 
Crowtey, P. I ine, Chicago to New York. Ry. Rev. 
Oct. 13. 192 ral plan to combine existing lines, and build 
) ute 


Dozier, H. D ! So. Atlantic Quart., Oct., 1923. Pp 


Guosse, S. ¢ ] n Econ. Soc., Mar.-June, 1923. Pp. 2 

Herm. W. P. 7 insportation. Nation’s Bus., Dec., 1923 
Py Su nittees of U. S. Chamber of Commerce on 
tr 


Howarp, J. R f the tilroads Ry. Rev., Nov. 10, 1923 


Jont H Jour. Inst. of Transport, Dec., 1923 


KRUTTSCH NIT! iment vs. further trial. Ry. Age, Nov 
10, 1923. Py ng period since act became effective, with 

Leicutron, J. | ngress Am. Industries, Jan., 1924 
Pp. 3. Possi ng bills introduced and proposed. 

Lyne, J. ¢ t f the future Ry. Age, Jan. 5, 1924 
Pp. 4 ( 


Lisman, | } | sible Ry Age, Nov. 17, 1923. Pp 2 


Possibilitic ne or electric cars in branch-line passen 
ger S¢ 

McWr .iaMs, R control. Quart. Jour. Econ., Nov., 1923 
Pp. 23. Sig changes in Canada, England, United 
otate 


Pautmer, | R iccidents Ry. Age, Dec. 1, 1923. Pp. 
6. Railway 922, with tables and diagrams. 


PARMELEI i: Ry Age, Jan. 5, 1924. Pp. 4 
Analysis of 1 | financial results in the United States 


1 t, Jan. 7, 1924. Pp. 1. 
The istics. N. C. & St. L. Ry. News Item, 


Payen, | Le L’Econ. Franc., Dec. 8, 1923. Pp. 3 


oe L,Econ. Franc., Nov. 3, 1923. Pp. 3 
Description of ystem in Soudan 


Pincnor, A R r f social power. Nation, Oct. 17 and 


24, 1923. Pp t run railroads? The technique of in 

Rontini, A R ferrovie italiane. Rif. Soc., Sept.-Oct., 
1923. Pp. 26 rative waste on the Italian railways. 

Sanpers, T. H l ud valuation. Harvard Bus. Rev., Oct., 
1923. Pp. 6 

Sauter, Dr. Di j Gebiet des Eisenbahnwesens seit 


191 Archiv ¢ , 1923. Pp. 15. 


Simmons, | A tion in China. Ry. Age, Nov. 17, 1925 


Pp. 2 With miles of railway line. 
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Stater, J. E. I. C. C. statistics and »perating efficiency. Ry. Age, Nov. 17, 1923 
Pp. 4. Third of a series; first two numbers noted in December numbe o 
teview. Devoted to analysis of annual report filed by railways with Interstate 


Commerce Commission. 


Srapies, C. F. The present status of the valuation work Ry Age, Jan. 5, 1924 
Pp. 4. 

Urm, A. H. The railways valuation muddle Barron's, Nov. 26, Dec. 3, 1923. Pp 
l: 

Wittarp, D. The interest of life insurance in the welfare of the railroads Econ 
World, Nov. 17, 1923. Pp. 4. 

Argentine railways in 1922-23. Ry. Gaz. (London), Dec. 14, 1923 Pp. 5 


ensus of railway employees. Ry. Gaz. (London), Oct. 26, 1923. P.1. Number of 
railway employees in Great Britain was 682,000 in 1923, compared with 677,000 
and 614,000 in 1913. 

Die Deutsche Reichsbahn im Rechnungsjahr 1921. Archiv f. Eisenbahnw., Nov 
Dec., 1923. Pp. 45. 

Die Eisenbahen in Britisch-Indien 1921-22. Archiv f. Eisenbahnw., Nov.-Dec., 1923 
Pp. 8. 

Die Eisenbahnen Grossbritanniens 1921. Archiv f. Eisenbahnw., Nov.-Dec., 1923 
Pp. 18. 

Fre ight car increase breaks all records. Ry. Age, Jan. 5, 1924 Pp. 7 Freight car 
construction in 1923. 

Large progress in passenger car acquisitions. Ry Age, Jan. 5, 1924 Pp. 4 
Passenger car construction in 1923. 


The law for the motorist at railroad crossings. Ry. Age, Oct. 27, 1923. Pp. 5 


‘ - 
Digest of laws and decisions as to contributory negligence 
New records for trans portatic n performance. Ry Ave, Jan. 5, 1924 Pp 3 
Review of railway efficiency and results in 1923. 
Railroads adopt new transportation program. Ry Age, Nov. 10, 1923 Pp. 2 


Review of record operations in 1923, with emphasis on continued expenditure 
new capital and need for fair return on railway property value 


Railway construction resumed on large scale. Ry. Age, Jan. 5, 1924 Pp. 9. De 
tailed statement of new railway construction in 1923. 


Railways will make many improvements in 1924. Ry. Age, Jan. 5, 1924. Pp. 5 


Record-breaking increase in motive power. Ry. Age, Jan. 5, 1924 Pp. 6. Loco 
motive construction in 1923. 


Reports on transportation to Chamber of Commerce of the United States Ry. Re 
Nov. 24, Dec. 1, 1923. Pp. 3; 3. Summary of six special reports, as follow 
railroad consolidations; motor transport; coérdination of rail and water service; 
taxation of transportation agencies; governmental relations to railroad transporta 
tion; readjustment of relative freight rate schedules. 


chemins de fer francais. Rev. Gen. des Chemins de Fer, Dec., 1923. Pp. 4. 


Résultats obtenus en 1922 sur les réseaux des cing compagnies principales d 
Transport problems in Jamaica. Ry. Gaz. (London), Nov. 16, 1923, Pp. 2 


Shipping 
(Abstracts by Marjorie Sheets Weber) 


E. T. Italy’s reorganized subsidy system. Commerce Reports, Nov 
26, 1923. Pp. 3. Description of the subsidy system put into effect early in 1923 
by the Mussolini administration. 
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Cornino, E. / Giorn. d. Econ., Oct., 1923. Pp. 25 


nd Venice are considered as to 


Fontrein, A y, Jan. 3, 1924. Pp. 3. Results 
t pi | ictivity at Dutch port 


Gr f and stress. N. 


Eve i rates, shipbuilding, idle tonnage, et 
J R. W I D 21, 1923. P. 1. Summary 
92 | t ear in the leading trades 
Ricas, S Ant , Dec. 3, 1923. Pp. 2. Are 
d t ry or desirable? A summary of 


British point of view; 


Dr Ro P Fairplay, Jan. 3, 1924. Pp. 2. Change 
é . tonnage by ports; and volume of foreign 


WALs R } fu e growth of ships. Pacific 


F luc , Jan. 3, 1924 Pp. 3. Study of chang 

with comparisons with earli 
4. Pp. 3. Reconstruction of the 

Gern é y f leading companies; finances; exten 
Ten kn 1924 Pp. 2. Statistical comparison of 

immerce 
H. R. Tosdal) 

BeECKERAT leutschen Welthdfen. Weltwirtsch 
Arcl luly. two articles dealing with the competitive 
pe t t nd after the war. 

Creve ine, G. I Annalist, Oct. 15, 1923. Pp. 2. Con 
cluc ipplant higher-priced United States 
copp d t is render the copper future uncertain 

CrowTHer, S ipremacy System, Jan., 1924 
Pp. 5. Give development of consolidation in 
German indu I which have taken place are un 


Getz, 4 Bankers Mag. Dec., 1923. Pp. 5 
Brief history tiviti of the American Wheat Growers, 


HartTMann, W Handelsbilan Zeitschr. f. Volksw. u 
Sozialpolitik, Statistical study of the trade balance of 


Lirsse, A. Le France et les changes. L’Econ. Franc., 
Oct. 27. 1923 nges in French foreign commerce as re- 
vealed the fig I ths of 1923. 


Mackinnon, D he United States and Australia. Econ. 
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World, Dec. 29, 1923. Pp. 2. Extracts from an address delivered by the Austra 
lian Commissioner to the United States, pointing out the possibilities and diffi- 
culties of trade between the two countries. 


Mann, L. B. Importance of retail trade in the United States. Am. Econ. Rev., 
Dec., 1923. Pp. 9. 
Mavrerre, F. Les marchés du blé. Rev. des Etudes Coopératives, July-Sept., 1923 


Pp. 11. Analysis of world wheat markets to determine future sources of Euro 
pean imports. 


May, R. A. The trade association and its place in the business fabric. Harvard 
Bus. Rev., Oct., 1923. Pp. 14. A critical description of the present activities of 
trade associations. 


Mitter, D. Government control of foreign bills in Germany. WHarvard Bus. Rev., 
Oct., 1923. Pp. 9. Analysis of the default in reparation payments in 1922, show 


ing that German exporters fulfilled their part of the reparations agreement but 
that the German government turned over only one fourth of the sum collected. 


OurpHANT, H. Trade regulation. Am. Bar Assoc. Jour., Dec. 1923. Pp. 2 
Résumé of recent rulings of Federal Trade Commission and of court decisions 
relating to unfair trade methods. 


Parsons, M. Our international trade movement Annalist, Oct. 15, 1923. P. 1 
Comments on report of Department of Commerce regarding international trade 
movements. 


Tornauist, C. A. Balance de pagos de la Republica Argentina, correspondiente a 
los anos economicos de 1920-21 y 1921-22. Rev. de Econ. Argentina, Sept., 1923. 
Pp. 22. Study of the Argentinean trade balance, taking into account both visible 
and invisible items. 


Dutch East Indian commerce. Commerce Mo., Oct., 1923. Pp. 5. Statistical 
analysis of import and export trade of Dutch East Indies. 


French wool manufacture and the Bradford trade. Commerce Mo., Dec., 1923. 
Pp. 6. Shows that the depression in the Bradford wool and worsted industries is 
due to numerous factors increasing the cost of production and to the competitive 
ability of French wool manufacturers. 


International trade in wheat flour. Commerce Mo., Jan., 1924. Pp. 10. Description 
of the international trade in wheat flour based upon published statistical sources. 


Public Utilities 
(Abstracts by Charles S. Morgan) 


I. Z. A. Constitutionality of acts for conservation or retention of natural gas 
within the state. Mich. Law Rev., Dec., 1923. Pp. 4. While such acts are con 
servation measures, they also are an unconstitutional interference with interstate 
commerce. 


Auten, A. P. Telephone rates and the public. Pub. Service Manag., Dec., 1923 
Pp. 2. Absence of “cycles” in telephone development indicates that “telephone 
rates have never approached value of the service to subscribers.” 


Auten, J. S. Service interests public more than price. Elec. World, Nov. 24, 1923 
Pp. 2. Former Wisconsin commissioner suggests methods of measuring quality 
of service. 

Anverson, W. Seattle’s municipal street railways. Nat. Munic. Rev., Nov., 1923. 
Pp. 8. A hasty purchase of these properties at an excessive valuation has bur 
dened this undertaking with serious problems. Prospects of success “appear 
to be neither very promising nor entirely desperate.” 
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Bell Telephone Quart., Oct.. 
countries nd cities of the world 
telephones per 100 population, 


Jan., 1924 Pp. 8. Somewhat 
n of bus and trolley transport 


ne systems. Bell Telephon 
rnment-owned telephone under 
id in the way of financial and 


uudgets and rates result in seriou 


Ry. Jour., Oct. 13, 1923. Pp. 2 


relative amounts, and possibilit 


fare “fails by at least one half 


in public utility valuation and 
Pp. 27 A thoroughgoing d 


reproduction cost, with 


problems 


ission Aera, No 
ctric Railways Commission may 


ibility in the industry is to b 


tev.. Dec... 1923. Pp. 4 the 
tion we can only say that “mo 
m the prudent investment, but the 
to consider cost of reproduction 


yas plants. Gas Age-Record, Oct 
1911 to Jan. 1, 1923, for ea 
of gas plants. 


‘ities in promoting the interstate 
20, 1923. Pp. 2. Forceful stat 
uthorities should coiperate 


terference of municipalities and 


ic utilities from the insurance 
1923. Pp. 2. A problem, not 
e,” but of the preservation of 


Record, Nov. 10, 1923. Pp. 4 
owned and operated utilities as 
ownership 
in which California is contrasted 
An exhibit of expenditures made 
4y ict. 
wer development. Elec. World, 
led and enlightened state policy 


on of utilities in general. 


Ry. Jour., Nov. 24, 1923. Pp. 2 
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The evolution of depreciation ace niing. Stone & Webster Jour 
Nov., 1923. Pp. 14. Public utility depreciation countir re 
where the required uniform charges to operating expenss re g 
ore flexible charge to operating « xpense or surph rl 
companies to vary the charge with earnings available and will tend to 


their return. 

Outmsrep, H. M The Twin Cities and the holdina «¢ par Nat. M | 
July, 1923. Pp. 4. Difficulties encountered in securing certain facts d to hold 
ing company, relationship. 


Onxen, W. H., Jr Electrical develop nt in Enaland Elee. World. \ 
1923. Pp. 3. Backward condition attributed in part to publi 1 
part to lack of codrdination between cor ipanies and of standardization of volt 


equipment, etc Possibilities of bettern ent 


Riautor, C. E. Municipal street railway operation in Det Ay Pol. Sx 
Rev., Aug., 1923. Pp. 3. 


Rveeies, C. O. Problems in the development of a super) H 
Bus. Rev., Jan., 1924. Pp. 14 \ comprehe nsive rticle showing owt 
business and wide spread of electric power net These chan req 
reserve power system” and have resulted in new rat nd financial pr ‘ 
in need for a broader wasis of regulation. Suggest n Interstate Pu ( 


Commission. 


Simpson, J. Reasonable return and rates as viewed hy the court Gas Age-Recor 
Sept. 1, 1923. Pp. 3. Digest of recent cases 


Legal decisions and utility commission orders upon rate-making 


tion, federal taxes, operating expenses, return and similar topics Gas \ 
tecord, Oct. 6, 1923 Pp 2. 


Rate and contract cases heard by commissions. Gas Age-Record, Oct 
13, 1923. Pp. 2. 
Spautpinc, W. J. Home rule and municipal ownership. Am. Munies., Nov., 192 
Pp. 5. Arguments in favor of home rule and municipal ownership 


Electric railway passengers increased 12 per ce nt in five years Elec. R J 
Nov. 3, 1923. Pp. 2. Preliminary 1922 census figures on passengers carried 
ind track mileage, by states. Decrease in latter in places 


Interconnection in New York state Elec. World, Nov. 17, 1923 Pp 1 5 
in plant and operating costs which interconnection of major companies throughout 
the state would make possible, with map showing extent to which interconnection 
obtains at present. 


No calorific standard. Colorado takes progressive step. Gas Age-Record, Sept. 15, 
1923. Pp. 2. For first time a state commission permits gas companies to set 
their own standard heating value, which, for each company, shall be “that | 
which, from its experience, the utility finds it most practical, economical and 
efficient to manufacture and to supply to its consumers to their satisfaction.’ 


North Shore Line’s presentation of its claim for the Coffin Foundation pri 


Aera, Nov., 1923. Pp. 27. Interesting description of activities of Chicago, Ni 
Shore and Milwaukee Railroad Company, which gained it the Coffin prize for 
“distinguished contribution to the development of electric transportation for tl 


convenience of the public and the benefit of the industry 


Proposed model motor vehicle statute. Aera, Jan., 1924. Pp. 8. Report of Co 
mittee on Motor Vehicle Transportation of National Association of Railway and 
Utilities Commissioners. 


Report of American Electric Railway Association Committee J ] 
Ry. Jour., Nov. 3, 1923. Pp. 7. <A detailed report, giving special consideration 
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to weicht 1 neces of value and to a study of present 
price 
R , Mo. Labor Rev., Nov., 1923. Pp. 5 
Net ne 1 for household purposes in 51 cities, 
Retai Mo. Labor Rev., Nov., 1923. Pp. 3 
g é 
Some 1 i lation. Elec. Ry. Jour., Oct. 13, 1923 
Pp. 9. V missioners and others on problem of 
United S n railway and motor transport. Aera, 
De 192 | nt report dealing with coédrdination of 
t and passenger service. 
Utili nd Pp. 1] Principles of sound regulation 
ted ( Securities of Investment Bankers Associa 
tion of Am«e ummary of the powers of each of the 
unting 
| J. Shugrue) 
Baver, J R heen adopted by Supreme Court. Nat 
Munic. Rev., N ther decisions on fair value for rate making 
Buus. J. H 1 ind operation statements. Manag. and 
Admin., Jan., juirements and control. Analyzes various 
ratios of f w wide range of information that 
can dr 
Brown, L. J ter Manag. and Admin., Oct., 1923 
Pp. 8. In use he plants of the American Rolling Mill 
Com} 
Coss, H. P. S/ keeping. Hide and Leather, Nov. 17, 
1923. Pp. 6 
DaRNELL, R. W Manag. and Admin., Jan., 1924. Pp. 5 
Inecre 1 pr 
WW f ntrol. Manag. and Admin., Oct., 1923 
Po. 7. A: pi tive system not only enables the manu 
facturer to rect labor costs should be but, if they 
exceed this, e1 t he increased cost was incurred, or its 
caus¢ 
DoNALDSON VW ilation of multi-company consolidated 
Pp. 8. Simplifying from the mechanica 
point o iew 1 n preparing consolidated statements. 
Forpuam. T. | he compilation of a budget. Manag. and 
Admin. organization and budgets. 
Hampson. R. ] her Jour. Account., Dec., 1923. Pp. 5 
Classifies led reneral methods of recording original 
entri 
Harzis. G. I ilculation, distribution and application 
f burder Pp. 4 
Hassrover, H. ( é ciation accounting for public utilities 
Jour. Account nomic aspects of depreciation accounting 
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Jvsr, E. Linking accounting to production. Manag. and Admin., Oct., 1923. Pp. 3 
Development of a new German system for factories 


Maynarp, H. W. Classification of industrial expense items including their applica 
tion (management data no. 21). Manag. and Admin., Dec., 1923. Pp. 3. 


McKee, R. W. Oil refinery costs and accounts. Jour. Account., Oct., 1923 Pp. 21 
Description of oil refining industry and cost accounting procedure used. 


McNam, M. P. The retail method of inventory. Harvard Bus. Rev., Oct., 1923. 
Pp. 11. A selling price method of merchandise accounting. Comparison of cost 
and selling price method of taking inventory. 


Nasu, L. R. The evolution of de preciation accounting. Stone & Webster Jour., 
Nov., 1923. Pp. 14. Depreciation reserves and their relation to public utilities 


Recent changes in the attitude of courts. 
Pocson, P. W. The practical application of the theory of accounting for supplies 
Jour. Account., Dec., 1923. Pp. 9. 
Sanvers, F. K. Operating expenses in banks. Trust Companies, Sept., 1923. Pp. 5 
Desirability of comparing operating expenses in banks and trust companies 
Smirn, W. C. Balance sheets of joint stock companies and traders from the point 
of view of the banker as a lender. Jour. Inst. Bankers, Nov., 1923. Pp. 23 
Sterner, W.H. The theory of statement analysis. Bankers Mag., Dec., 1923. Pp. 3 


Srorensur, P. General accounting as related to production control. Bull. Taylor 
Soc., Dec., 1923. Pp. 4. 

Strauss, L. Accounting for investment in equipment of steam railroads. Pace 
Student, Oct., 1923. Pp. 5. Particular reference to additions and betterments 
and repairs and renewals. 

Taussic, F. W. A contribution to the study of cost curves. Quart. Jour. Econ., 
Nov., 1923. Pp. 4. Discussion of “Competition in Retail Distribution of Cloth 
ing,” published by Bureau of Business Research of Northwestern University. 


Wattuer, J. L. Operation control through a cost system. Manag. and Admin., 
Dec., 1923. Pp. 6. Results secured in producing dress goods and cloth. How to 
determine what to produce during dull periods. Illustrated with cost forms. 


Wincnett, P. The company store—a neglected outlet for advertised goods. 
Printers’ Ink Mo., Nov., 1923. Pp. 2. 


Unemployment insurance goes into effect in Chicago January 1. Comm. and Finan. 
Chron., Oct. 27, 1923. 


Business Management 


Davin, D. K. Retail merchandising in relation to general business conditions 
Harvard Bus. Rev., Oct., 1923. Pp. 6. 


Errtincea, L. What simplification has done for us. Factory, Dec., 1923. Pp. 4 
Firene, E. A. What is back of a fast rate of turnover? System, Nov., 1923. Pp. 9. 


Kenpatt, H. P. Unsystematized, systematized and scientific management. Taylor 
Soc., Oct., 1923. Pp. 12. 


Kimpatt, D. S. The practical advantuges of mass management. (To be concluded 
in January.) WI, The organization of modern industry. Manag. and Admin., 
Dec., 1923. Pp. 7. 

———. Quantity increase and cost decrease from applied standardization. 

Manag. and Admin., Oct., 1923. Pp. 7. 


LEFFINGWELL. W. H. A practical plan for rating the efficiency of an office organ 
ization. Bull. Taylor Soc., Oct., 1923, Pp. 11. 
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Nat. Assoc. Wool Mfrs., Oct.. 


Organizations 


Per 


in) 
” nder “the Bethlehem plan 
f the Bethlehem plan, for which the 
nd their representatives are 
r ng of their issues. 
Jour. des Econ., Nov. 15, 1923 


rofit sharing imposed by lav 


Pol. Econ., Oct., 1923. Shows 
t stage of the revolution had 
l n for a soviet system of 
iced, with the aid of moderat 

ng solely economic functions 
trade unions 


Russia Am. Econ. Rev., Dec., 1923 
tion ouvriére. Rev. de l’Inst. de 
m between tendency of unionist 
1 efficient industrial management 
Contemp. Rev., May, 1923. 
Musée Social, Nov., 1923. Describes 
st, and communist factions in the 
Po Econ., Dec., 1923. Pp. 12. The 
of the Northwest. 
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Suientac, B. L. How the average weekly earnings of women factory workers in 
New York compare with those of men. Econ. World, Sept. 29, 1923. “In general 
men’s earnings are lower in those industries in which women predominate 


Srone, A. These United Estates. VII: The making and the makers of women’s 
clothing. Am. Labor Mo., Oct., 1923. Pp. 12. Shows the difficulties of unionism 
and agreement enforcement in an industry in which employees endeavor to esc ipe 
union conditions by becoming 


‘jobbers” and contracting out their manufacturing 
to “sub-manufacturers” and contractors. 


Arbetslinernas storlek i forhdllande till industriens tilverkningsvdrde. Soc. Med.. 
no. 11, 1923. Pp. 3. A report comparing wages with the value of the industrial 
output in a large number of Swedish industries 


Olycksfall inom sjémansyrket dr 1922. Soc. Med., no. 10, 1923. Pp. 12. An analysis 
of the 1922 statistics of accidents among seamen. : 


Money, Prices, Credit, and Banking 
(Abstracts by William O. Weyforth) 


Auserti, M. Per Uefficenza dello sforzo bancario all’ estero. Riv. Bancaria, Dec., 
1923. Pp. 14. Italian banking outside Italy. 


Bartue, A. Etude sur le change espagnol. Jour. Soc. de Stat. de Paris, Nov., 
1923. Explains the development of Spanish exchange since the outbreak of the 
war. 

Baupin, L. La situation économique de la Grande-Bretagne d’aprés les banquiers 
anglais. Rev. d’Econ. Pol., May-June, 1923. The English bankers hesitate to 
commit themselves. They are optimistic or pessimistic according to whether they 
look in the direction of America or of Europe. 


Bean, R. Purchasing power of the franc. Annalist, Nov. 19, 1923. Since the mid- 
dle of 1922 the external value of the france has been depreciating much more 
rapidly than its internal purchasing power. This has given a temporary advantage 
to French exporters. 


Bortvos-Dusex. La déflation en Tchécoslovaquie. Jour. des Econ., June, 1923. 
The great rise in the value of the Czechoslovakian currency in the latter part of 
1922 caused reductions in wages ranging from 40 to 60 per cent. At the end 
of the year there were more than 200,000 unemployed. The number of business 
failures greatly increased. 


Breev, D. L. The passing of the German paper mark. Econ. World, Sept. 29, 1923. 
Reprinted from Commerce Reports, Sept. 3. Continues discussion begun in pre 
vious week of devices made necessary for effecting transactions on account of 
depreciation of the mark. 


Bresciani-Turront1, C. Sui metodi per la misura del deprezzamento di una moneta 
cartacea. Riv. Bancaria, Oct., 1923. Pp. 8. 


Burcess, W. R. Effect of the federal reserve system on interest rates. Manag. and 
Admin., Dec., 1923. Federal reserve system is likely to have little effect on the 
general level of interest rates but may be expected to reduce greatly the fluctua- 
tions in interest rates. 


CasseL,G. The place of money in economics. Jour. Inst. Bankers, Oct., 1923. Pro 
fessor Cassel starts with the concept of money as an abstract unit of account, the 
value of which is determined only by the scarcity of the supply of the means of 
payment valid in that unit. 

The restoration of the gold standard. Economica, Nov., 1923. Urges 


restoration of gold standard for countries of Europe. This may necessitate de- 
valuation of currency in those countries where inflation has been great. Stabiliza- 
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Curtiss, F. H eserve policy. Quart. Jour. Econ., 
N 192 | that federal reserve banks, save only 
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the he demands of their member banks 
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Cuscuym. B. 1 hinotecari Rev. de Econ. Argentina, 
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DATTATRY S. M tive credit in the Punjab. Bombay 
Codp. Quart. S e movement in the Punjab has run 
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1908-1914 1914 
Davipson, D ] reglering under kriget och tiden 
f Ek 14. Theoretical study of the value of 
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De Prerei-Toneti 1. Riv. Bancaria, Oct., 1923. Pp. 6 

Analvsis of the Italy in the period since early 1919, 


when regula 


Duranp, E. D n Europe with special reference to 
Poland Am. | 

Evy, R. The Am. Rev. Rev., Dec., 1923. Greatest 
need in connect ociations is education. 

Fevckre, E. La Paris. L’Econ. Franc., Nov. 3, 1923 
Report of the m cussion 

Gancemi, I Su Riv. Internaz., Oct., 1923. Pp. 15. 

Gurapze, H. Die j Lebensbedarfes in Berlin im Jahre 

g Jahrb. f March, 1923. Gives monthly figures for 

changes in the ] cost of living in Berlin in 1921 and 1922. 

Hirscureip, H. M nke mit besonderer Beriicksichtigung 
eines Einfluss Ze hr. f. Volkswirtsch. u. Sozialpolitik, 
7-9 Heft, 1923 r and its influence outside of France, 
especially in H¢ failures of the credit mobilier are set 
forth 

Hosson, O. R { Bankers’ Mag. (London), Oct., 1923. 
Discusses prop¢ hich, together with gold, are to be used 
is a basis of the I e countries of the British Empire and 
which are to be u neces between these countries. 

Jzze. G. Estabili 1 Argentina. Rev. de Econ. Argentina, 
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declines at a much more rapid rate than the amount issued. Statistics of German 
experiences prove this. 


Kuczynski, R. R. The elimination of the paper mark as a standard of value 
Quart. Jour. Econ., Aug., 1923. Reviews attempts in Germany to eliminate the 
paper mark as a standard of value by substituting such things as the price of the 
dollar, the prices of certain important goods, and the cost of living. All such 
attempts have not yielded any permanently satisfactory results. 


,CcHAPELLE, G. Les théories du Professeur Cassel sur la monnaie et le change. 
tev. d’Econ. Pol., July-Aug., 1923. Preface to the translation of Cassel’s Money 
and Foreign Exchange since 1914. 


Lavenun, J. L. Confiscation by German paper money. Annalist, Dec. 10, 1923. 
Inflation of German currency has practically amounted to confiscation of the 
property of large groups of the population, such as wage-earners, salaried classes, 
ind bondholders. 


Lewis, R. A., Jr. The movement for a division of federal reserve earnings. Jour. 
Am. Bankers Assoc., Dec., 1923. Deals with proposals to substitute a two per 
cent tax on uncovered note issues of federal reserve banks for present franchise 
tax and to divide earnings among member banks. 


MartcHenko. La banknote russe, le “Tcherwonetz” garanti par la Banque d'Etat, 
son présent et son avenir. L’Econ. Franc., Nov. 10, 1923. Describes the course 
of the Russian bank note, “Tcherwonetz,” and enumerates the steps necessary to 
insure its stabilization. 


Maxweti, A. F. The inter-relationships between banking and life insurance. Econ. 
World, Dec. 29, 1923. Life insurance is viewed as a credit stabilizer. It may be 
used to protect credit of some business that is dependent upon the dynamic force 
and directing intelligence of some one man. 


Merntncuaus, E. Die innere Kaufkraft der Mark in threr Abhdngigkeit von der 
Valuta. Weltwirtsch. Archiv, Oct., 1923. It is important to understand that 
considerable fluctuations of exchange from parity tend to depress internal pur- 
chasing power of the mark. 


Mortter, H. Zur Frage des Ziels der Geldreform in Deutschland. Weltwirtsch 
Archiv, April, 1923. Aim of monetary reform in Germany should be the stabi- 
lization of the currency rather than any change in the material of the money 
or the creation of a new system of currency. 


Morison, G. H. What inflation means. Bankers’ Mag. (London), Dec., 1923. Ex 
plains the consequences of a policy of inflation in England. 


Mourre, Baron. Les changes dépréciés. Jour. Soc. de Stat. de Paris, Nov., 1923. 
Considers the consequences of monetary depreciation in France and Germany. 


Necre-Baret, R. Las cdmaras de compensacion bancaria. Rev. Nacional de Econ., 
aio XIV, num. 43, 1923. 


Newser, H. Ueber “Goldrechenwihrung.” Jahrb. f. Nationalék. u. Stat., Aug., 
1923. Considers the effect upon the paper mark of the practice of reckoning 
prices in gold. 

Parsons, M. The par clearance question. Annalist, Sept. 24, 1923 The Federal 
Reserve Board’s plan for free collection of checks as it affects non-member banks 
refusing to remit at par. 


Paviovsky, G. A. Russia’s current monetary problems. Econ. Jour., Dec., 1923 
Attempts at currency reform in Russia are bound to be frustrated so long as the 
present anomalous and wasteful economic system is maintained. 


Ratto, L. Lo stato finanziatore di societa anonime pubbliche. Riv. di Pol. Econ., 
Nov., 1923. Pp. 10. A recommendation, under fascist inspiration, for energetic 
action by the state in the field of credit. 
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The Bank of England. Bankers’ Mag. (London), Dec., 1923. Covers some of the 
salient points in the history of the Bank of England and is accompanied by illus 
trations of the more interesting sections of the Bank. 


Bank losses: an illustrative case. Quart. Jour. Econ., Nov., 1923. Losses in a 
medium-sized bank from April 1, 1921 to September, 1923, amounted to 7.38 per 
cent of gross income. 


Discussion of the federal reserve system. Bankers Mag., Oct., 1923. There were 
complaints as to the administration of the system, but there was unanimous appre- 
ciation of its value and no sentiment for its abolishment. 


Die Entwicklung des internationalen Geldmarktes und der Geldmarkte einzelner 
Liinder wihrend des Jahres 1922 (Fortsetzung). Jahrb. f. Nationalék. u. Stat., 
June, 1923. Summarizes economic developments in the following countries in 
1922: France, Russia, Poland, Finland, Esthonia, Italy, the United States, Japan, 
the Netherlands, Belgium, Switzerland, Sweden, Norway, Denmark, and Spain 


Inflation and deflation. Round Table, Dec., 1923. Considers proposals for infla 
tion as a means of overcoming trade depression. Author thinks that it would be 
a fundamental mistake to abandon the attempt to return ultimately to the old gold 
par. 


Progress of banking in Great Britain and Ireland during 1922. Bankers’ Mag. (Lon 
don), Oct., Dec., 1923. (1) Statistics are given showing for the banks of the 
United Kingdom, 1905-1922, the proportions of cash to callable liabilities. (2) 
Ratio of capital and reserve funds to deposits declined considerably during the 
war, but has shown a slight increase from 1920 to 1922. 


The question of increasing the membership of the country’s banks in the federal 
reserve system. Econ. World, Nov. 17, 1923. From Nov., 1923, Federal Reserve 
Bulletin. Reviews growth of membership in federal reserve system and considers 
plans for increasing that membership. 


The silver situation since the completion of United States Treasury purchases under 
the Pittman act. Econ. World, Sept. 29, 1923. From Sept., 1923, Federal Reserve 
Bulletin. Analyzes factors affecting present supply of and demand for silver 


Some recent undesirable developments in the administration of the federal reserve 
system. Econ. World, Oct. 20, 1923. The Economic Policy Commission of the 
American Bankers Association protests against establishment of agencies or 
branches of federal reserve banks in Cuba and recommends changes in method of 
appointment to the Federal Reserve Board. 


Public Finance 
(Abstracts by Charles P. Huse) 


Baputesco, V. V. Les finances publiques de la Roumanie. Rev. de Sci. et de Légis 
Finan., July-Aug.-Sept., 1923. Pp. 69. Tells how Rumania has repaired the dam- 
ages due to the war, provided for her greatly enlarged territory and carried out 
important agrarian, electoral and fiscal reforms. 


Boptncton, O. E. French law on taxation of betting. Jour. Comp. Légis. and 
Intern. Law, Nov., 1923. Pp. 4. The law of 1891, which confines betting to 
authorized societies and the method of the pari mutuel, has limited the abuses 
and brought revenue to the state. 

Brewster, K. Procedure on federal tax appeals. Bull. Nat. Tax Assoc., Nov., 1923. 
Pp. 7. By the chairman of the committee on appeals and review, Bureau of 
Internal Revenue. 


Comstock, A. Financing the new Ireland. Am. Rev. Rev., Nov., 1923. Pp. 3. If 
the present deficit can be taken care of by a loan, Ireland should be able to get 
along without burdensome taxation. 
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Macruper, B. F. Income tar calculations Annalist, Oct. 22, 1923. Pp. 2. Shows 
the effect of the tax on income from bonds 


Manscuke, R La politica aduanera de los Estados Unidos hasta el nue uncel 
(La Fordney-McCumber-act de 1921-22 Rev. Nacional de Econ. afio VIII, 
num. 45. Pp. 20. Discusses the situation leading up to the recent United State 
Tariff act and analyzes its provisions 


La politica doganale degli Stati Uniti (con riguardo alle ultime tariffe 
doganali). Riv. Internaz., Sept., Oct., 1923. Pp. 20; 12 


Martin, J. W. The gasoline ta Bull. Nat. Tax. Assoc., Dec., 1923. Pp. 15 A 
summary of the rates, yield, and methods of administration in the many state 
which have already adopted this tax 


Mayer, R. Modifying or distributing the burden of inheritance tares Trust Com 
panies, Nov., 1923. Pp. 4 A trust c 
this important matter. 


mpany official advises makers of wills on 


Moornueap, W. S. {dministration of income tax lax Am. Bar Assoc. Jour., Oct., 
1923. Pp 5 By the chairman of the lax Simplification Board 

Netson, D Alarmina shrinkage of estates caused hy death duti Trust Com 
panies, Nov., 1923. Pp. 4. The author’s study of many estates in over thirty of 
the largest cities discloses that in the eas of estates from $100,000 to $250,000 
the average shrinkage due to taxes and administration costs was over 11 per cent 

Ricguter, C E Commentary upon the comparative ta rates 177 cities 19293 


Nat. Munic. Rev., Dec., 1923 Pp. 10. Comparisons must not rest entirely on 
figures given in the tables. 

tocerson, C. M. {mendments to federal estate tax. Trust Companies, Dec., 1925 
Pp. 5 Points out the hardship now caused by taxing future interests before 
they fall into possession 


Semman, M. L. New York law taring moneyed capital. Bull. Nat. Tax Assoc., 
Nov., 1923. Pp. 4. Tells of the way New York met the problem of taxing 
national banks. 


Smoot, R. Federal tax situation gull. Nat. Tax Assoc., Oct., 1923. Pp. 7 Be 
lieves our expenditures will never fall below three billions and after a few year 


due to the bonus and service pensions, will rise 


Turornton, F. W. How great is the national fund f which taxes must be paid 
Jour. Account., Oct., 1923. Pp. 6 Holds that it is a very different thing from 
income as defined by the tax law 

WALKER, H. The poll fax in the United States Bull. Nat. Tax Assoc., Nov and 
Dec., 1923. Pp. 5; 8. Thirty-eight states have poll tax provisions in their con 
stitution or statutes. 

Wittuams, W. M. J. Les finances publiques en Grand-Bretagne Jour. des Econ., 
Nov. 15, 1923 Pp 9. Describes the British budget system 

Wirrr, E. E. Federal and state income tar laws. Bull. Nat. Tax Assoc., Nov., 
1923. Pp. 6. Compares the provisions and the revenues yielded 


Our federal tax system: how the Constitution and Congress have built up our ta 
system. Congression il Digest, S« pt., 1923 Pp } A chronological history of the 
internal revenue system. 


Public debt management. Commerce Mo., Oct., 1923 Pp. 4 Explains the provi 


sions of the sinking fund, established by the Victory Loan act of 1919; shows 
what has been accomplished already in debt reduction and discusses the future 
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F's H. P ? Annalist, Dec., 1923. Pp. 2. Immi- 
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Vachkriegs-Ungarns. Ein Beitrag zur 
La n Zer Archiv, Oct., 1922. Pp. 29. General sur- 
ey covering t n, overseas and intro-continental emi 
ition, and th nclusions as to the probable future of 


Ferenzti, I D nasfrage und die Statistik. Jahrb. f. Na- 


tionalék. u. St l Pp. 17; 33. Philosophical treatment of 
the entire prol nternational political and economic aspects. 
The exhaust in migration statistics is prelude to 
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I! 
‘ Wolfe 
| 
| 


is no 
ploy 

omic 
Shing 
y of 


Jan 


moc 


hysi 
and 


rum, 
‘oues 
the 


mmi 
r no 
need 


zur 
sur 
emi 
re of 


Na- 
it of 
le to 
r the 
mea- 


1924 | Population 185 


(sRU NFELD, E Die Stelluna der Ernihrungspolitik in der volkswirtschafts) ifischen 
Literatur. Jahrb. f. Nationalik. u. Stat.. Sept., 1923. Pp. 5 An 1 


restive survey oft the slender literature of the subject. and an ippeal for the 


development of a new section of economic research The treatment of t] prob 


em of food supply is still in the superficial mercantilist stage 


Guipa, Le ass ¢ oper cristiane in Italia per Lassistenza legli ¢ 
Riv Internaz., S« pt 9 1923. Pp 14 Description ot two le idir cr socirethe for 
rotecting Italian emigrants: Italica Gens and the Consorzio Nazionale d’Em 


grazione e Lavoro. 
Isaac, A. La natalité francaise Musée Social, May, 1923 


IENNINGS, H. S. “Undesirable aliens,” a bioloqgist’s examination of the evidence 
before Congress. Survey, Dec. 15, 1923. Pp. 5. <A destructive criticism of H. H 
Laughlin’s findings (Hearings before the Committee on Immigration and Natural 
ization, H. R. Serial 7-c, 67 Cong., 3 Sess., pp 725-831) as to the relative defective 
ness of immigrant and native stocks. 


Jounson, A. Are we in danger of overpopulation New Repub., Nov. 21, 1923. 
Pp. 2. A critical, but appreciative, review of East’s Mankind at the Crossroads 


Keynes, J. M. A reply to Sir William Beveridge. Econ. Jour., Dec., 1923. Pp. 11 
\ keen reply to Beveridge’s article, in the same number of the Econ ic Journal 
“Population and Unemployment” (see above). Keynes say } thought has 

» do with increasing amount « 


f manufactured goods Northwestern Europe has to 


export in order to obtain its necessary food supply, and that Beveridge figures 
agricultural yield in Europe are beside the point. 

Low, S Is England ove rpopulated Birth Control Rev., Dec., 1923 r. 3 Re 

nt of part of an article against the idea that emigration i 1 remedy for 

overpopulation. Originally published in the London Weekly Dispatch 


Marquis, G. E. The French Canadians in the Province of Quebec. The Annals, 
May, 1923. 

Mernorst, H. W. La prédominance des naissances masculines. Metron, July, 1923 
Pp 15. Analysis of 1,333,000 births in the Netherlands in 1906-1913, with con 


clusions on the bearing of the age of parents on the sex of offspring 


K. Zusammenhang zwischen Geburtenhdufigkeit und Sduglingssterl 
ichkeit. Jahrb. f. Nationalék. u. Stat., Oct., 1923. Pp. 3. Critical discussion 
of Schlossman’s conclusions (Jahrbiicher, May, 1923) as to the physiological and 
psychological relations between infant mortality and spacing of births 


Ross, E. A. The world trend in population. Birth Control Rev., Jan., 1924. Pp. 2 
Paper read at the Chicago Birth Control Conference. 


Suananan, E. W. Overpopulation, emigration and empire development Eco 
nomica, Nov., 1925. Pp 9. A well-balanced article explaining tl irgument 
against attempting to relieve overpopulation in England by assisted emigration, 
yet holding that emigration has materially reduced the net annual increase of 
population. 

Waccaman, M. T. Expansion of the “family-wage” system in France and Belgium. 
Mo. Labor Rev., Oct., 1923. Pp. 17. A careful, but colorless, exposition of the 
machinery and development of a movement of some interest to students of popu 
lation policies. 

“Family wage” system in Germany and certain other European 
countries. Mo. Labor Rev., Jan., 1924. Pp. 10. 
Immigrant aid—national, nongovernmental activities Mo. Labor Rev.. 
Jan., 1924. Pp. 13. Brief description of the activities of various organizations in 
this country. 

Warp, R. DeC. Recent developments in immigration. Sci. Mo., Dec., 1923. Pp. 8 

\ defense of the three per cent law, with suggestions for further legislation 
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Banker and Financier, Oct. 1, 1923 
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Econ. World, Oct. 27, 1923. Pp. 3. 
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KrzeEczZKOwSKI, K Social insurance and international legislation Intern. Lab 
Rev., Nov., 1923 Pp. 6 Uniformity in social insurance among nations in be 
secured only by creating a new type—one which would replace all existing systems 


by having a single one which would give an indemnity for loss of earnings, 


regardless of the cause of uch loss 

MacInnes, W. Automobile insurance. Chronicle, Oct. 26, 1923. Pp. 3 

Ramey, J. F So-called recip? cal” insurance tested by the principles of sound 
imerican business Econ. World, Sept. 29, 1923 Pp. 2 By no stretch of 


language can this sy tem correctly be termed insurance 


Rreepv,. E. E Life insurance and public health Econ. World, Dec. 1, 1923 Pp 2 
Recommends that the life cor panies in Canada inaugurate demonstrations in a 
public health campaign 


99 


Ryan, H. E The rating of workmen’s compensation risks. Econ World, Dec. 22, 
1923. Pp. 3. Concise statement of the theory and practice of deriving rates and 


description of the rate-making machinery 


Stone, W. I Rain insurance: what it is and how it is written. Econ. World, 
Oct. 20, 1923. P. 1. Reprinted from the Adjuster, San Francisco, Sept., 1923 
It covers the income from certain events which might be affected from rainfall, 
such as amusements, games, etc. The coverage lasts for a few hours only; it 


must be applied for five days in advance and paid in advance 


[fourmin, H. The 2 ortality experience of American life insurance companies in 
1923. Econ. World, Dec. 15, 1923 Pp. 3 The 1921 death rate was the lowest 
ever recorded in the history of the companies; 1923 is almost as favorable Most 
of the important death causes show a decrease; the automobile accidents show, 


however, a steady increase and present a serious problem. 


Witson, M The stabilizing influence of life insurance investments upon the national 
economy. Econ. World, Dec. 1, 1923. Pp. 2. The nine billion dollars of assets 
of the companies have retired longtime investment from the market The trend 
has been away from the eastern and central states into the south, south-west, and 


Mississippi valley states 


Younes, G. B. Some economic aspects of state taxation of insurance companies 
Econ. World, Dec. 15, 1923 Pp. 4 It is impracticable to place the tax on the 
policyholders instead of on the companies. The present premium tax is highly 
discriminatory. The only hope for betterment lies in the adoption of a uniform 


rate by the various states. 


tnalysis of claims to unemployment insurance benefit. Ministry of Lab. Gaz., Nov., 
1923. Pp. 2. Men comprised 81, women 16 per cent of the claimants; 52 per cent 
were married, 46 per cent unmarried, residue widowed. Half of the females were 
under 25, half of the males under 35 years of age. The amount of benefit drawn 
is nearly the same for all ages, except that those over 54 had drawn above the 
average. 

Can city carry own insurance: some municipalities have big insurance funds: pre- 
miums exceed annual losses, but serious fire would wipe out savings. Toledo 


( ity Jour., Nov. 24, 1923. Pp 2. 


Det fdrsta nordiska sjukfirsdkringsmédet i Kristiania den 20 


auqusti 1923 
Soc. Med., no. 9, 1923. Pp. 3. Reports the Scandinavian health insurance con 


vention held in Christiania, Norway, last August 


The unparalleled amount of new life insurance written by American companies in 
1923. Eeon. World, Dec. 8, 1923. P.1. It is estimated that at the end of 1923, 
about $11,710,000,000 will have been’ written, as compared with $9,774,000,000 in 
1922. The total life insurance carried by the American companies at end of 1923 


will be over $55,000,000,000 


Workers’ insurance in Russia. Russian Information and Rev., Nov. 17, 1923 Pp. 2 
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Wen | schichte des deutschen Sozialismus 
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St \ ~ juestion whether adult mortality 
[ ~ nt time Conclusion is that adult 
Bari C3 M ind Admin., Dec., 1923. Pp. 7 
Ay rth Manufacturing Company to 
ist ind actual performance 
Illu , inventory, and production-rate 
? f the distribution of the partial 
( ff Metron, vol. II, no. 4, 1923. Pp. 13 
BoKALDER ) I Metron, vol. II, no. 4, 1923. Pp. 10. 
Bouprini, M l et chez la femme. Metron, vol. II, 


contingents militaires. Metron, 


Vo 

Bour H } ( yue de Vindustrie et lemploi des 

Paris, Oct., 1923. Pp. 11. 

n and housing. Jour. Royal Stat. 
Soc., July, 192 I on analysis, associating death rates 

CANTELI S nze interno alla probabilita. Metron, 

2 

Cuapin, F. S. Si lency. Jour. Am. Stat. Assoc., Sept., 
192 

Cotomsa, I : Metron, vol. II, no. 4, 1923. Pp. 8. 

Cr W. I T] linate of the periodogram and the 

Assoc., Sept., 1923. Pp. 11. 

Dovetas, P. H f 87-1921. Jour. Am. Stat. Assoc., 
Sept., 192 Pp. 12 ntention that strike-frequency has de- 
r l ce t ~ f strike data a great relative increase 
ho n nu ra tendency for them to be much more 

Dvusim, L. ] T) » human life. Metron, vol. III, no. 2, 
192 Pp. 2 

Dunuop, J. ¢ Vis irns of the census of Scotland. Jour. 
Roval Stat. Soc.. \ mparison of the accuracy of census 


21; in the latter period the form of 
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EpvcewortH, F. Y. Mr. Correa Walsh on the calculation of index numbers. J: 
Royal Stat. Soc., July, 1923. Pp. 21. A review of Mr. Walsh’s book The Pro! 
of Estimation, restating and defending Professor Edgeworth’s position that th 
ealculus of probabilities is proper to the problem of index numbers; ind that 
the median is the form of average proper to the circumstances 


F. von. Die Verteilung des Volksvermdqens und Volkseinkommens de 
Linder der Ungarischen Heiligen Krone zwischen dem heutigen Ungarn und 
den Successions Staaten. Metron, vol. III, no. 2, 1923. Pp. 82 


Fisuer, I. Comment on review of Fisher's “The Making of Index Numbers As 
Econ. Rev., Dec., 1923. Pp. 2 


—#———. A weekly index number of wholesale prices Jour. Am. Stat Assoc 
Sept., 1923. Pp. 6. A detailed description of Professor Fisher's weekly whol 
sale-price index number, giving the list-of-commodities method of weighting 


nd 
formula used. 

Fisuer, R. A. and Bow ney, A. | Statistical tests of agreement between observa 
tion and hypothesis. Economica, June, 1923. Pp. 9. Discussion of differen 
between Professors Fisher and Bowley on methods of calculating tests o wodne 
of fit of data to hypotheses. 

Fiux, A. W. International statistical comparisons. Jour. Royal Stat. So M 
1923. Pp. 35. <A discussion of the program of the International Statistical |] 
tute dealing with economic statistics other than agriculture Topics considered 


are production, foreign trade and international price comparisons 


Frank, L. K. Long-term price trends. Jour. Am. Stat. Assoc., Sept., 1923. Pp. 4 
Author offers a tentative explanation of the actual steps by which changes 
supply produce long-time trends in prices 


Gin, C. Quelques chiffres sur la richesse et les revenus 
Metron, vol. III, no. 1, 1923. Pp. 3. 


nationauxs de quinze éta 


Guipserc, A. Ueber Markoffs Ungleichung. Metron, vol. III, no. 1, 1923. Pp 
—. Zur Theorie der Korrelation Metron, vol. II, no. 4, 1923 Pp 9 \ 
discussion and criticism of various definitions of correlation and of the 


meaning 
of the correlation coefficient 


Haas, G. C. Sale prices as a basis for farm land appraisal. Minn. Sta. Tech. Bull 
9, 1922. Pp. 28. A multiple-correlation study of farm land values designed as 
basis for land appraisal. 


Hermperc, P. Die richtige Form der Indexziffer. Weltwirts. Archiv, Oct., 192 
Pp. 10. <A consideration of the proper form of index number based 
argument of Flux in the Journal of the Royal Statistical S 


upon the 
ociety, March, 1921, 
and of Fisher in the Journal of the American Statistical Association, March, 1921 


Hitton, J. Statistics of unemployment derived from the wo king of the Unemplo 
ment Insurance acts. Jour. Royal Stat. Soc., March, 1923. Pp. 50 A detailed 
description, by the director of statistics in the Ministry of Labor, of the method 
of gathering statistics of unemployment in connection with unemployment insur 
ance; and comparison of these results with those obtained from trade unions 


Hortzincer, K. J. Higher degrees of college professors: a study of some factors 
affecting the research of graduate students who become college professors 


Jour 
Am. Stat. Assoc., Sept., 1923. Pp. 11. 


MacDonatp, A. Death psychology of historical personages. Metron, vol. II, no. 4, 
1923. Pp. 6. A classification of 894 cases showing manner of death and mental 
state at death, as indicated by last words spoken 


MerrwartH, R. Zur neuesten Entwicklung der Lihne. Zeitschr. des 


Preuss. Stat 
Landesamts, 1922. Pp. 13. 
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Metnorst, H. W asculines. Metron, vol. ITT, 
no. 1, 192 Py ring on the question, especi ally, 
whether ag f e of male births. 

Meyer-Perer, | fiir den Ausbau der schweizeris 
chen V serh f 5 Volkswirts., 1923. Pp. 8. 


MvussELMAN IR irn schemata Jour. Am. Stat 


Pear. R T} ental methods of acquir 
ing know \ Pp. 25 \ discussion of the possi 
bilities of app | research 

Peart, R i R th of population growth 
Metron, ITI, I tion of the mathematical law of 
populati é t Proceeding from certain hypo 
theses with 1 elect a mathematical curve of 
growth according é n the method of fitting it. A 
they suggest, tl e in other fields than population 
growtl 

Pom™metra, M i icinese Zeitschr. f. Stat. u 


Purr D : en Statistik des Arbeitsmarkts 
insbesondere de chiand. Jahrb. f. Nationalék 
u. Stat., Aug., 192 


Quante, P. Die K n Beamtenbesoldung. Zeitschr. des 
Preuss. Stat. I 

Rapparp, W. | S les Nations et les contin 
gents can Stat. u. Volkswirts., 1923. Pp. 17 

Rirensperc, W Di Vachkriegs jahren 1919 und 192 


Zeitschr. d, Preu Py 2 
SAVORGNAN, \ Ss une d’Europa. Metron, vol 


III, no. 2, 1923 I 


ScHeNKeER, O or t Be ksichtiqung der Statistik 
Zeitschr ) 
ScHNELLER, | Z x chr. f. Schweiz. Stat. u. Volks 
wirt | Py 
Senarr, M lon } thrbeschdnk ungen auf die 
{rbeitslos \ sswirts., 1923 Pp 10 
SNOW ( ira Roy Stat. May, 1923 
Pp. 67 Kt ew maintains that proper study of 
trade fi tit of material before refine 
ments sucl lered, Questions generally 
wecepted not t ir if general prosperity, and 
illustrates by ref ents in various industries ] 
( new nd Dee., 19238 Pp 
A brief descript e of trade prepared by the New 
York Feder he inorthodox conclusions to which it 
lead 
Srrap, Hl. G Tour Royal Stat. Soc., 
May, 1928 & criticism of Spearman's formula 
for the orrect 
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TerziaFF, O. Die Stewern und Schulden der Stiidte und Landgemeinden Preussens 
im Rechnungsjahre, 1919. Zeitschr. des Preuss. Stat. Landesamts, 1922. Pp. 56 


['scuuprow, A. A. On the mathematical expectation of the moments of fre puency 

distributions in the case of correlated observations Metron, vol. II, no. 4, 
1923. Pp. 38. 

Wiuson, E. B. First and second laws of error. Jour. Am. Stat. Assoc., Sept., 1923 
Pp. 11. A further defense, following Crum, of the median for use with many 
series of economic statistics. Case is based on author's thesis that many serie 
follow Laplace's first, or linear, law of error, rather than his second, or quadratic, 
law. 


W ILFENDEN, H. H. On the methods of comparing the mortalities of ‘wo or more 
commanities and the standardization of death rates Jour. Royal Stat. Soc., May, 
1923. Pp. 13. Considers various methods of calculating standardized death rate 
i.e., corrected for age and sex constitution 


populat ion 


uy U . “The Making of Inde r Numbers.” by Irving Fisher Jour Royal Stat 
Soc., May, 1923. Pp. 6 A review of Professor Fisher's book on index numbers. 


presumably written by Mr. Yule. The writer contends that Fisher does not 
define his problem, whereas the former finds four perfectly definite and distinct 
questions to be answered by index numbers and in four different ways; he dispute 
the claims to accuracy as based upon purely mechanical tests and not related to 


special purposes; in short, he says that “from the standpoint of principle it [ the 
volume] is wholly disappointing.” 


Ziemann», H. Beitrag zur Beviilkerungsfrage der farbigen Rassen. Metron, vol 
III, no. 1, 1923. Pp. 75. 


Fire losses. 1922 fire losses nm larae cities. Fire, Sept , 1923 
Wholesale prices of commodities in 1922. Jour. Royal Stat. Soc., March, 1923 Pp 
20. By the editor of the Statist. The “annual review” of wholesak prices regu 


larly published in this journal. Gives the detailed data from which the Statist 
index number is constructed 
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has been both indefinite and conflicting. It is generally admitted, however, 
that Birmingham is a point of surplus production. 

In 1923 the legislatures of Iowa, Illinois, Minnesota, and Wisconsin made 
appropriations for assisting the consumers in their struggle against the 
system, and in recent months other states have joined officially in the 
opposition to it. Professor John R. Commons was retained by the four 
states first mentioned to prepare the economic argument against the system, 
and at the recent hearings he, together with Professors F. A. Fetter and 
W. Z. Ripley testified in behalf of the commission. At the present writing 
no decision has been handed down. If the commission should issue an 
order to the Steel Corporation to “cease and desist’’ then, unless the Cor- 
poration carries the case to the courts, the basing point system will dis- 
appear, since the independent producers will undoubtedly fall into line 
without any further opposition. That this would mean substantial uni- 
formity of steel prices in all centers of production is not probable. 


F. B. Garver. 


Decisions oN AntTI-ALIEN Lanp Laws.—Four decisions, handed down 
during November by the Supreme Court of the United States on cases 
brought before the October term, upheld on all contested points the validity 
of restrictions upon the ownership and leasing of farm land by aliens as 
imposed by the laws of Washington and California. There are at least 
two reasons why these decisions have attracted wide attention. In the first 
place, the restrictions imposed by these states differ but little from re- 
strictions already enacted in six other states. In the second place, the 
restrictions in Washington and California affect a large number of resident 
aliens in this country who are subjects of Japan, a country whose treaty 
relations with the United States had been thought by some to be infringed 
by the contested portions of the state laws. 

In the Washington case (No. 29, Terrace vs. Thompson), the attack was 
directed against section 23 of article 2 of the State Constitution and against 
the so-called Anti-Alien Land law, which is chapter 50 of the laws of 1921. 
The restrictions here imposed are such that two classes of aliens are denied 
the privilege of owning or leasing farm real estate. In excluding two 
classes from the list of those eligible to become owners or tenants of farm 
land, the state of Washington has taken action similar to that taken in but 
three other states. The two classes rendered ineligible to land ownership 
or tenancy in these states are, first, those aliens ineligible to become citi- 
zens of the United States, and, secondly, aliens eligible to become citizens, 
but without having made formal declaration of intention to become natur- 
alized. With reference to the second of these classes, it appears that 
among the first of the aliens against whom action was taken in Washington 
after the laws of that state were upheld is a non-declarant subject of 
Germany. Since the classes eligible to citizenship in the United States are 
all free white persons and all persons of African nativity and African 
descent, it is apparent that non-declarant eligibles may be subjects of 
practically all countries excepting a few in Asia and on islands of the 
Pacific. 
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In the Califor rterfield vs. Webb; No. 26, Webb vs. 
O’Brien: and N: , the contest was directed against 
the California A ch was submitted by the initiative and 
approved by th \ , 1920. Under this law only aliens 
ineligib] to cif ; ineligible to exercise real estate 
rights, the Calif pect resembling that of three other 
states 

Both the Wash laws avoid conflict with international 
treaties of which t party, in the opinion of the Suprem: 
Court of the Unit plies to treaties such as we have with 
Great Britain and to the tenure and disposition of real 
estate, no less tha treaties such as we have with Japan 
and Siam Sp 1 in the framing of the Japanese 
treaty to avoid ite rights within the list of thos: 
reciprocally used includes such phrases as the 
right “to carry - lease and occupy houses, manu 
factories, wareho to lease land for residential and com 
mercial purposes, ncident to or necessary for trade.” 
In the opinion of t the United States, as in the opinion 
of the lower cou he treaty do not confer the right to 
own or lease or t r interest in land for agricultural pur 
pos Tl was at the instance of Japan that 
rights to agricult re! ncluded among the rights recip 
rocally gran i t the citizens of the United States 
rights to own o1 ypan, it appears that the Japanes 

overnmen 1S t practice, which we have observed 
coming to r sl - form in the common law of England. 

It may | r) ng that the common law attitud 

ts by aliens has been modified in 
he direction of I f the forty-eight states, fully a 
third of them ha npose no restrictions whatever upon 
t] ownersiiip OF ns. 

In all four of t the United States Supreme Court 
reaffirmed its tra t each state has full power relative 
to interests in la ts borders, except as modified by 
treaty. The fact t ne rally chosen to impose upon 
aliens but few r nership of real estate, even in cases 
where aliens are 1 porate, is a striking result of modern 
tendencies in land possible by federal non-encroachment 
upon powers rese! , and by restrained exercise of the 
treaty making pow 

In the third an \ 5 and 111), the respect shown by 
the United States + for the fullness of state powers relative 
to interests in real nificant limit. In the former of these 
cases, it is consid i tl te of California has full power over 
cropper contracts ndaries. Since the cropper is a wage- 


earner—his wage | product he helps to raise—it might 


appear that his right t services is restricted when he is denied 


} 
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the right to receive a crop share as his wage. There has been a suggestion 
of a re-hearing on this point. 

In the fourth case the Supreme Court sustained the state of California 
in adopting a practice in vogue in a number of states, in refusing to certain 
classes of aliens the right to become stockholders in corporations owning or 
leasing farm real estate. Resort to incorporation, to trusteeships or other 
subterfuges as a means of acquiring interest in real estate that lies outside 
the treaty pale is held by the Supreme Court to be prohibitabl by the state 
when carrying through a policy designed to prevent its real estate from 
slipping into the hands of persons regarded by the state as unwilling or 
incompetent to support its institutions. 

The significance of the decisions lies in the impetus they may be expected 
to give to the development of state policies limiting the ownership and use 
of farm land by aliens. It is scarcely to be expected, however, that thes 
decisions will greatly affect the liberal tendencies now prevailing in com 
mercial nations to lessen the restrictions upon the easy transfer of title 
to property. 

Cuarwes L. Stewart. 

U.S. Department of Agriculture. 


The Bureau of Foreign and Domestic Commerce has published: 

Miscellaneous Series 

No. 119, Inland Water Transportation in the United States (Washington, 
1923, pp. 95). The appendix contains extracts from previous 
reports of committees and commissions, dating back to 1874 
There is also a brief bibliography, and maps showing principal 
waterw ays. 

No. 121, International Communications and the International Telegraph 
Convention, by P. E. D. Nagle 1923, pp. 68). 

No. 123, World Trade in Vegetable Oils and Animal Fats, by J. E. Wrenn 
(1923, pp. 214) 

Special Agents Se ries, 

No. 220, Mexican West Coast and Lower California: A Commercial and 
Industrial Survey, by P. L. Bell and H. B. Mackenzie (1923, pp. 
340). Contains many photographs and a map. 

Trade Information Bulletin, 

No. 162, Principal Features of Chilean Finance, by C. A. McQueen (1923, 


pp. 24). Designed to convey a general idea of Chilean revenu 
and expenditure, debt, and currency. A preliminary statement 


condensed from a more complete report which will be ready for 
distribution in a short time. 


The United States Tariff Commission has published The Relation of the 
Tariff on Sugar to the Rise in Price of February April, 1923 (1923, pp. 26). 
It is concluded that the increase in sugar prices at the time under considera- 
tion was due to causes not connected with the American tariff. Under date 
of December 1, 1923, the Tariff Commission issued A Preliminary Statement 
of Cost Data Secured in Pending Sugar Investigation (neostyled sheets, 
pp. 25). 
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The Department repared lists of Publications of the 
Office of Farm Man Economics, January, 1902—July 1, 
1922 (Washington. s Issued by the Bureau of Markets 
and Crop Estimates tions Issued by the Bureau of Agri- 
cultural Econo 5 nd Farm Management (pp. 3). 
From the federa \criculture have been received: 
Department Bullet Living in Farm Homes: An Eco 
nomic St s in Livingston County, N. Y. 
Washingt Dp. 35). 

Farmers’ Bulletin, n of Types of Farming in the 
United St man (1923, pp. 30). 

The United Stat : issued Bulletin 689, Boundaries, 
Areas, Geographi. s of the United States and the 
Several Sta vit Important Changes in Their Terri- 
tory, by |] M. Doug 23, pp. 23 

Among the annua nartments and bureaus are to be 
noted: 

Report of the S. , 1923 (Washington, pp. 100). 

Eleventh Annual 1 retary of Commerce, 1923 (Washing- 
ton, pp. 235 

Thirty-seventh Ar Interstate Commerce Commission 
(Washington, Dece1 

Third Annual R ral Power Commission (Washington, 
1923, pp. 282 
— Annual Report Commission for the Fiscal Year 
Ended June 218). 

Thirteenth innu Director of the Bureau of Mines 


( Washington, 1923 


Report to the Pr Situation, by E. Meyer, Jr. and 
F. W. Mondell, has separate pamphlet under date of 
November 5, 1923 ‘ Finance Corporation, pp. 19). 

The bulletin of tl vay Economics, No. 256, a compila- 
tion of the Statist Class I for the period 1911-1922 
(Washington, Nover n received. 


The Bureau of I s the United States Department of 
Labor has published 
No. 341, Trade Agr Silk-ribbon Industry of New York City, 
by M. Gad ton, October, 1923, pp. 95). 
No. 344, Decisions Opinions Affecting Labor, 1922, by L. D. 
Clark and D han (September, 1923, pp. 421). 
No. 347, Building P Principal Cities of the United States in 


1922 (Oct p. 120 


1924 | Money, Prices, Credit, and Banking 197 


No. 348, Wages and Hours of Labor in the Automobile Industry, 1922 
(October, 1923, pp. 70). Contains a list of occupations in the 
automobile industry, pages 63-70. 


The Children’s Bureau has issued the following bulletins: 

Eleventh Annual Report of the Chief to the Secretary of Labor for the 
Fiscal Year Ended June 30, 1923 (Washington, pp. 38). 

No. 119, Infant Mortality: Results of a Field Study in Baltimore, Md., 
Based on Births in One Year, by A. Rochester (1923, pp. 400 

No. 123, Child Labor on Maryland Truck Farms, by A. Channing (1923, 
pp. 52). 

No. 125, Unemployment and Child Welfare: A Study Made in a Middl 
western and an Eastern City during the Industrial Depression of 
1921 and 1922, by E. O. Lundberg (1923, pp. 173) 

No. 126, Minors in Automobile and Metal-manufacturing Industries in 
Michigan (1923, pp. 131). Contains a bibliography of nine 
pages. 

No. 127, Child Welfare in the Insular Possessions of the United States. 
Part I, Porto Rico, by H. V. Bary (1923, pp. 75). 

The Women’s Bureau of the United States Department of Labor has 
issued: 

No. 32, Women in South Carolina Industries: A Study of Hours, Wages, 
and Working Conditions (Washington, 1923, pp. 128). 

No. 33, Proceedings of the Women’s Industrial Conference, January 11-18, 
1923 (pp. 190). 

Annual reports have been received as follows: 

Report of the Department of Labour of Canada for the Fiscal Year 
Ending March 31, 1923 (Ottawa, pp. 135 

General Report of the Minister of Public Works and Labour of the 
Province of Quebec for the Year Ending June 30, 1923 (Quebec, pp. 136). 

Annotated Digest of the Labor Laws of the State of Arkansas (Little 
Rock, 1923, pp. 160). 

Eighteenth Biennial Report of the Colorado Bureau of Labor Statistics, 
1921-1922 (Denver, 1922, pp. 63). 

Annual Report on the Statistics of Labor for the Commonwealth of 
Massachusetts for the Year Ending November 30, 1922 (Boston, Dept. of 
Labor and Industries, pp. 108). 

Handy Reference to Oregon Labor Laws and Supreme Court Decisions, 
1923 (Eugene, Bureau of Labor, pp. 64). 
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The following annual reports have been received: 

Annual Report of the Director of the Mint for 1923, Including Report 
on the Production of the Precious Metals during 1922 (Washington, pp. 68). 

Sirth Annual Report of the War Finance Corporation, for the Year 
Ended November 30, 1923 (Washington, pp. 20). 
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Fifth Annual Report of the Kentucky State Tax Commission, 1922 


(Frankfort, 1923, pp. 83). 

Sixteenth Annual Report on the Statistics of Municipal Finances of 
Massachusetts (Boston, State House, Pub. Doc. 79, 1923, pp. 301 

Fourth Biennial Report of the State Tax Commission of New Mexico 
(Santa Fe, 1923, pp. 118). 

Annual Report of the State Tax Commission of New York, 1922 (Albany, 
1923, pp. 530). 

Report of Commissioners of Taxes and Assessments of the City of New 
York, 1923 (New York, Dept. of Taxes and Assessment, 1923, pp. 58). 

Thirteenth Annual Report of the Tax Commission of Ohio, 1922 (Colum- 
bus, 1923, pp. 235). 

State of Oregon 
(Salem, State Tax Commission, 1923, pp. 104). 


Laws Relating to Assessment and Tazation, 1923 
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Ford, C. M., 109 Woman’s Bldg., Urbana, IIl. 
Foster, R. G., 829 Lake St., Reno, Nev. | 
Fox, A. M., 431 Van Cortlandt Park Ave., Yonkers, N. Y. 
Fox, M. J., 112 Madison Ave., New York City. 

Frain, H. L., 1627 Diamond St., Philadelphia, Pa. 

Fuchs, R. F., 26 Jackson Place, Washington, D. C. 

Gee, W., University of Virginia, University, Va. 

Glick, H. R., 835 S. Hermitage Ave., Chicago, IIl. 
Gordon, J. B., 944 Munsey Bldg., Washington, D. C. 
Graether, E. T., University of California, Berkeley, Calif. 
Gray, H. M., 803 Second St., Champaign, III. 

Greider, E., Rutgers College, New Brunswick, N. J. 
Griffiss, B., University of S. Dakota, Vermillion, S. Dak. 
Haas, G. C., Bureau of Agricultural Economics, Washington, D. C. 
Hanck, J. F., Federal Trade Commission, Washington, D. C. 
Hartsough, M., 21 Claremont Ave., New York City. | 
Haynes, W., 3 Park Place, New York City. 

Heath, M. S., 34 Newbury St., Somerville, Mass. 

Hesse, E. E., 4300 S. Robey St., Chicago, Il. 

Hickok, C. T., Coe College, Cedar Rapids, Ia. 

Hinricks, A. F., Columbia University, New York City. 

Hookstadt, C., Bureau of Labor Statistics, Washington, D. C. 

Hugins, R., 26 Jackson Place, Washington, D. C. 

Hunn, F. H., 414 W. 12th St., Lawrence, Kan. 

Hunter, C. W., Box 34, Winnebago, Minn. 

Isaaes, A., 3264 Delaware Ave., Cincinnati, Ohio. 

Jenkins, J. W., University of Georgia, Athens, Ga. 

Johnson, F., 827 High St., Grinnell, Ia. 

Johnson, L. D., U. S. Tariff Commission, Washington, D. C. 

Johnson, P., Transportation Bldg., Washington, D. C. 

Johnson, T. D., 1826 H St., N. W., Washington, D. C. 

Jones, F. I., Department of Labor, Washington, D. C. 

Jones, M. H., University of Pittsburgh, Pittsburgh, Pa. 

Jones, R. C., 504 N. Mathews Ave., Urbana, Il. 

Kidd, H. C., 3620 Terrace St., Pittsburgh, Pa 

Kingsbury, L., 620 N. Hunter St., Stockton, Calif. 

Knarr, M. W., 2126 N. St., N. W., Washington, D. C. 

Kochenderfer, C. C., 57 Broad St., Hamilton, N. Y. 

Komaski, T., Meiji Life Assurance Soc., Marunouchi, Tokyo, Japan 

Kramer, R. L., University of Pennsylvania, Philadelphia, Pa. 

Laidler, H. W., 70 Fifth Ave., New York City. 

Lane, A. A., 22 Arlington St., Cambridge, Mass. 

Lawrie, H. N., 450 Senate Office Bldg., Washington, D. C. 

Layne, I. J., 301 Second St., N. W., Washington, D. C. 

Lee, A. L., 26 Jackson Place, Washington, D. C. 

Lenroot, K. F., 2311 Connecticut Ave., Washington, D. C. 

Leyburn, J. G., Hollins College, Hollins, Va. 

Li, K. C., Box 26, University Station, Urbana, III. 

Long, T. G., 2015 Chicago Blvd., Detroit, Mich. 

Longobardi, C., International Inst. of Agriculture, Rome, Italy. 

McClure, W., Department of State, Washington, D. C. 

McDonald, E. G., 1105 W. Nevada St., Urbana, II. 

MacGregor, 19 W. 44th St., New York City. 

McNaughton, F., 1010 Fairmount St., Grand Rapids, Mich. 

McPherson, W., 198 Sixteenth St., Columbus, Ohio. 

Main, F. W., Farmers Bank Bldg., Pittsburgh, Pa. 

Manley, L. K., University of Pittsburgh, Pittsburgh, Pa. 

Mann, L. B., 1764 Kilbourne Place, N. W., Washington, D. C. 

Martin, A. K., 650 W. 170th St., New York City. 

Maxwell, W. R., Dalhousie University, Halifax, N. S. 

Meloy, T. K., 800 Southern Bldg., Washington, D. C. 

Meyer, S. L., 105 Center St., Warren, Pa. 

Miller, H. E., Clark University, Worcester, Mass 

Miller, R. B., 1621 Green St., Columbia, S. C. 

Mills, M. C., 68 Seaman Avenue, New York City. 
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Professors Irving Fisher, George F. Warren, and Alvin H. Hansen have 
wen selected as judges in the Babson Prize Essay Competition conducted 
by the AMERICAN Economic AssociaTION. 

A Handbook of the American Economic Association will be published as 
, supplement to the June number this year. Members, therefore, should 
send in changes of address promptly. This applies to those who expect to 
have their addresses changed shortly after June and includes teachers who 


plan to change their positions in the autumn. 


\ committee of the American Library Association is endeavoring to assist 
European libraries to purchase or subscribe for American publications, in 
cluding copies of the American Economic Review from 1914 to date. 
Members of the Association who are willing to contribute back volumes are 
requested to communicate with Professor James T. Gerould, of Princeton 
University, a member of the committee referred to. 


The Bureau of Foreign and Domestic Commerce, Washington, has been 
making an exhaustive study of the world’s trade in agricultural products 
during the past nine months. This work is now nearing completion and 
the results will be published in a series of bulletins. The Department of 
Commerce will be glad to place the names of those who specially request 
it on the mailing list to receive the bulletins. 


An informal dinner of the National Monetary Association, which aims 
to stabilize the purchasing power of money, was held on the evening of 
Friday, December 28, at the New Ebbitt Hotel in Washington. The presi- 
dent, Professor John R. Commons, of the University of Wisconsin, presided. 
Speeches were made by Professor Irving Fisher, of Yale University; Carl 
Snyder, of the Federal Reserve Bank of New York; W. F. Gephart, vice- 
president of the First National Bank of St. Louis; Professor E. W. 
Kemmerer, of Princeton University; Governor D. R. Crissinger, of the 
Federal Reserve Board; and David Friday, of the National Transportation 
Institute of Washington. 

Professor Fisher described the progress of the movement for stability in 
the purchasing power of money and emphasized the influence produced by 
the war with its object lessons, as in the cases of Russian and German in- 
flation and of English and Czechoslovakian deflation. He called attention 
to the resolutions of the Genoa Conference, subscribed to by thirty-one 
nations, recommending the concerted efforts of the great central banks of the 
world to stabilize the value of gold by properly marshalling their gold 
reserves and suggested that this Genoa report may become, as some English 
writers predict, as famous, as an outcome of the World War, as the Bullion 
report become as an outcome of the Napoleonic Wars. Mr. Snyder, chair- 
man of the Research Council, reported that the council had found great 
difficulty in reaching any agreement on the best method of stabilization, as 
each member had his own individual idea, but that it now seemed probable 
that a unanimously agreed-upon plan would soon be announced. He then 
exhibited charts showing his new index of the physical volume of trade. 
Mr. Gephart emphasized the importance of short, simple statements of 
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associate professor of agricultural economics, University of Minnesota, for 
a study entitled “The inspection and grading of grain’; honorable mention 
to Norman Sidney Buck, assistant professor of political economy, Yale 
University, for a study entitled “The development of the organization of 
Anglo-American Trade, 1800-1850.” Class B: first prize, $300, to Fred A. 
Dudley, Oberlin College, 1923, for a study on “The membership of state 
banks in the federal reserve system’; second prize, $200, to Clarence T. 
tichardson, Indiana University, 1923, for a study entitled “Codéperative 
milk marketing.” 


The League for Industrial Democracy offers for 1924 two economic 
prizes, the first of $200 and the second of $100, in memory of Dr. Charles P. 
Steinmetz. The prizes will be judged by the following committee: Pro 
fessor William F. Ogburn, Columbia University, editor of the American 
Statistical Review; Professor Arthur N. Holcombe, Harvard University; 


Professor Alvin Johnson, New School for Social Research, an editor of the 
New Republic; Mr. Frederick Hewitt, editor of the Machinists Monthly 
Journal; Mr. Nicholas Kelley, of New York. Papers should be sent on or 
before June 1, 1924 to the Prize Essay Contest Committee, care of League 
of Industrial Democracy, Room 931, 70 Fifth Avenue, New York City. 


An outline of economic subjects which should be included in a four-year 
agricultural course was recommended by Dr. H. C. Taylor in his address 
before the thirty-seventh annual convention of the Association of Land Grant 
Colleges, which met in Chicago, November 13-15. 


Courses in economics will be offered in Clark University summer school 
in 1924 for the the first time in the history of the institution. 


The board of directors of the National Association of Cost Accountants 
at a meeting held in January, 1924, passed the following resolution: “Be 
it resolved that the board of directors of the National Association of Cost 
Accountants is of the opinion that the public interest would be served and 
encouragement given to aspects of American industrial activities which are 
sound economically and most valuable for social welfare, by such revision 
of the federal laws as may be necessary to permit the compilation, tabula- 
tion and exchange of trade information under such public regulation as may 
be necessary to safeguard the public welfare, and further, that copies of 
this resolution be placed in the hands of the President of the United States, 
the Secretary of Commerce, the Attorney General of the United States, and 
both Houses of Congress, with the request that earnest thought be given to 
the pressing need for relief along the lines indicated in this resolution and 
preamble thereto.” 

Mr. Louis I. Dublin, chief statistician of the Metropolitan Life Insurance 
Company, was elected president of the American Statistical Association at 
its recent annual meeting. 

Professor James W. Garner, of the University of Illinois, has been elected 
president of the American Political Science Association for 1924. 

The officers elected for 1924 at the seventeenth annual meeting of the 
American Association for Labor Legislation in Washington include: 
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The Year Book 1923, Carnegie Endowment for International Peace. has 
a long report on the economic and social history of the World War and 
various monographs which are being prepared under this program (Wash 
ington, 1923, pp. 93-233). 

announces that Sir Henry Rew, 20 Portland Court, London, W. 1, England, 
will be available for lectures in the United States during the summer session 
of 1924 or for two months in the fall of 1924. 


The Institute of International Education (522 Fifth Avenue, New York) 


The Macmillan Company has for early publication Elementary Text on 
Railway Transportation, by Eliot Jones, of Stanford University. 


Appointments and Resignations 


Mr. Harland H. Allen is now dean of the School of Commerce, Oklahoma 
Agricultural and Mechanical College. 

Professor Ezra Bowen, head of the department of economics at Lafayette 
College, has been appointed chairman of the Civil Service Commission of the 
city of Easton, Pennsylvania. 

Professor Clayton D. Carus, of the School of Commerce and Business 
Administration, University of Southern California, has been officially ap 
pointed as one of the Research Bureau Committee of the Pacific Foreign 
Trade Council for 1924. 

Dr. John R. Commons, professor of economics in the University of Wis 
consin, who during his semester’s leave of absence has been in Washineton 
assisting in the investigation of the “Pittsburg plus’ practice before the 
Federal Trade Commission, has since been in Chicago, engaged with mem 
bers of the clothing industry in organizing the unemployment insurance plan 
which has recently been inaugurated. 


Mr. John H. Cover is this year at Colorado College in th capacity of 


assistant professor of business administration and banking. 


Dr. W. W. Cumberland, governor of the Reserve Bank of Pennsylvania 
for the past year, has been nominated by President Coolidge as financial 


adviser and collector of customs of Haiti, and has assumed his new duties. 


Mr. Dominico Galiardo occupies a position as instructor in economics at 
the University of Kansas. 

Mr. Albert C. Gubitz, of Colgate University, has been appointed in 
structor in economics at Indiana University. 


Mr. John A. Hobson, of London, England, has been appointed professor 
ad interim of economics at the Graduate School of Economics and Govern 
ment in Washington, D. C., for the first semester of the year 1924-1925. 


Professor Eliot Jones, of Stanford University, will teach in the Univer- 
sity of California summer session. 

Professor E. W. Kemmerer, of Princeton University, is on leave of 
absence for an indefinite period to serve as an expert adviser to the Ameri 


can representatives who are serving the Reparation Commission in studies 
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relating to rman budget, the remedying of 


discovery of the items of German 


Germany s curr¢ 
demands of the Allies under the 


wealth, 


ctor in economics in the University 


American Economist Consul for 
China on det yn, Peking, is now dean of the College 
of Arts and social and political science at the 
University neurrently specialist in Far Eastern 
nt Division, Department of Commerce, 


finance 
Washington, wher yr publication a Handbook on Chinese 


Currency, Bankin 

Mr. A in nstructor in accounting in the School 
of Commerce: go for the past three years, has been 
appointed dean of irtment and director of the extension 
courses of the Bow University, Bowling Green, Ky. 
Mr. Ravmond B n appointed to the post of associate 
professor of econ of South Carolina. 

Mr. Charles S. ‘I ctor in economics at Princeton University, 


has been appointed r of economics in the College of Com- 


merce at the Univer 

Dr. V. N. Valgr irge of the Division of Agricultural 
Finance, Federal ltural Economics, has tendered his 
resignation and ac: an insurance company in Hartford, 


Conn 


Mr. F. C. Wagn t nt of political economy at the Univer- 


sitv of Chicago, | full profe ssor of economics at the 


University of South 

Dr. Arthur N. ¥ i of the Department of State, has 
been sent to Paris t of State to be associated with the 
American unofficial ol Reparation Commission. 

Professor John B na University, who had been on leave 


of absence for over t of failing health, died at his home in 
Holt, Michigan, on 
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AMERICAN FOREIGN TRADE PROBLEMS 
By CuHauncey D. Sxnow 
United States Chamber of Commerce 


The development of American export trade involves a great variety 
of problems, ranging from cost of production and cost of inland 
transportation in the United States to the maintenance of peace in 
various parts of the globe. Some of these are strictly mercantilk 
problems which the American business man must work out; others are 
problems having to do with the state of public information in the United 
States; others are problems of domestic polities ; others are problems 
of the United States foreign policy; and still others are economic and 
social problems in foreign countries and world politics. A foreign 
situation such as the Franco-German situation obviously may result 
in acute trade disturbances of widespread international significance ; 
with that situation this paper will not attempt to deal. 

In the Chamber of Commerce of the United States we are work- 
ing to advance at home and abroad the best interests of American 
foreign trade. We want sound policies and adequate organization 
for foreign trade on the part of the United States government; we 
want the best possible material equipment for the conduct of foreign 
business by American concerns; we want the best of organization and 


practices in foreign trade on the part of American business concerns. 


Governmental Policy—Promotive Attitude Toward Exports 


During the past decade, especially, the Congress of the United 
States, regardless of political parties, has had a distinctly promo- 
tive attitude toward American export business. There has been very 
little in the way of definite policy traceable in congressional action 
with regard to foreign trade. Since the beginning of the twentieth 
century there have been more and more industrial concerns in the 
United States reaching a voint in production and distribution of 
products where export mari. ts have appealed to them. Talk about 
export trade reached the ears of members of Congress, and the 
scarcely known Bureau of Manufactures was consolidated with the 
Bureau of Statistics to blossom forth as the Bureau of Foreign and 
Domestic Commerce. Distrustful as Congress has always been of 
imports from foreign countries, the idea of fostering the shipment 
abroad of America’s surplus products has always seemed politically 
safe; has been more and more a favorable point of contact with the 
people back home; and in general has been free from criticism, except 
when prices of exported foodstuffs have been at a peak. This work 
of government trade promotion has shown an upward appropriation 


ymic Association 


curve that is st . until in little more than a decade it 
has climbed f1 ficant figure in the thousands up to a 
quite significa ons of dollars. 

So far as t! |! consular branches of the government 
service are Col . Congress has been less cordial. With 
our country eng | more in foreign business transactions, 
Congress to dat liplomatic and consular services very 
much in the po they were before. And in the Depart- 
ment of Stat , adequate salaries, entertainment allow- 
ances, adequat omatic missions and consulates have 
met with rath nsideration. The Rogers Bill for the 
reorganization ind diplomatic services, if passed at 
this session of | vill mark a great step forward. The re- 
classification of t! personnel in Washington and the fur- 
ther proposal t government departments offer hopes 
of improvement ntal side of the State Department in 


Washington. 


Congress has 


to work out the inter-relations of the 


Department of ¢ nd the Department of State in the task 
of export trad With the increase of commercial attachés 
and trade con he Department of Commerce, there is a 
real problem as ynsuls shall fit in. Personally, I believe 
that except at ut missions where trade questions of 
national import tudied, and except for technical investiga- 
tions by trade particular lines, the bulk of the work of 
local trade info ting and straight trade promotion should 
be done by tl nsuls. I believe also that the consuls 
should be definit | for doing that work well by a course in 
the Department n Washington. At present while there 
is no direct ant veen the State Department personnel and 
the Commerce D t personnel, the relations of the two are 
not adequately 

Congress pla statute books the Webb-Pomerene Act, 
allowing America! ; to combine for export trade in a manner 
which would b n domestic or import business. Congress 
further demonst promotive attitude toward export business 
by amendments laws, authorizing national banks to 
operate abroad, ng export-financing banks with federal 
registration. M pecific examples of the promotive attitude 
on the part of ( ld be mentioned. But there has been no 
really expert | Congress on foreign trade matters, and there 
has been littl tion of congressional work. Congress will 
authorize a syst toms drawback and a system of bonded ware- 


houses, but, at t! time, have a closed mind on the subject of 
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free ports—presumably because of some latent fear that free ports 
mean free trade. Congress will authorize lavish participation in a 
foreign exposition, but, at the same time, impose most burdensome 
passport requirements on Ameri “an (and foreign) travelers. Con- 
gress will view with favor liberal tariff concessions to Cuba, but shudder 
at the thought of tariff concessions to any other country. Congress 
will enact special legislation for American companies operating lo- 
cally in extraterritorial China, with the avowed purpose of putting 
American companies there on an even footing with other companies, 
but then omit from the measure the substantial tax exemption on which 
such equality rests. 

While interest in foreign trade and foreign affairs has spread con- 
siderably in the past few years, there exists a real need of building 
up among the people of the United States an appreciation of the 
significance of international trade. Commercial organizations and 
government departments directly concerned with foreign trade matters, 
the press, and the universities and schools have all a useful function in 
this matter. 


Our Material Equipment for Foreign Trade 


In order to do international business efficiently and to meet foreign 
competition in world trade, of course, the United States wants the 
best possible material equipment. 

In the matter of general trade information about market conditions, 
trade opportunities, trade methods and practices, we have made re- 
markably rapid progress. Our consuls in their trade work com- 
pare favorably with the consuls of other commercial nations. We 
have built up a trade reporting and trade promotion service in the 
Bureau of Foreign and Domestic Commerce that surpasses that of 
any foreign country. No foreign country has ever had the extent or 
specialization of personnel or the range of publication of our present 
Bureau of Foreign and Domestic Commerce. In a few years we have 
seen the organization of about forty American chambers of commerce 
in foreign countries. We have seen the organization of no less than 
thirty foreign chambers of commerce in the United States. We have 
reached a point where fifty chambers of commerce and other com- 
mercial organizations in this country maintain foreign trade infor- 
mation bureaus. We have developed a number of solid foreign trade 
publications, and have a growing number of publications devoted to 
foreign affairs. 

We have developed, through the banks, the credit reporting agencies, 
and other agencies, a fair system of credit information, although 
much still remains to be done in that field. On the financial collection 
side our equipment is still deficient. Although undoubted progress has 


7 
> 
ent 
ith 
ns, 
ry 
rt 
ave 
th 
at 
re 
‘ur 
pes 
in 
the 
ask 
hés 
sa 
of 
are | 
| 
art 
t of 


5 


been made In 
machine ry for 
The advent 


rad Oo 1nau 


and foreign 
ment of Ame) 
among th I 


communication 


f st 

of posta | 

with mo ray 

t he great in 

Aires iw 


our postal 
example. 

In 
in the fi d of « 
service that 
The avallabilit 
ment to trad 
was inadequate 


other fla 


os 


a material co 
foreign count 
Ame rican 
opment or an 
tance to many 
companies ot « 
a disadvantag 
straight merca 


porte: and il 


marine, 


Another phas 


utmost import 
transport. It 
and the Great 
transportation 


as they have. 


Spt cial reduce d ‘ 


number of suc! 


Pacific, and Sou 


tries where the 


nic Association 


vystem of commercial arbitration, the 


onal trade disputes is weak. 

1 the great vitality of the American 
¢ much and promise more for thi 
nication between the United States 
ynal agreements opening up the way 
ational communications and invest 
ational communications systems ar 

foreign trade. Another branch of 
also deserves attention. A policy 

nt marine is not always consistent 
Our government has participated in 
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ind import rates have been a feature of railroad rate-making in the 
interest of trade promotion; I believe that special export and import 
rates should receive more attention than they have to date in rail 
road-rate making in this country. We have developed through ex 
port bills of lading covering inland and ocean traffic and services of 
consolidated carload shipments for export, which likewise are a factor 
in delivering goods from inland points to foreign markets at minimum 
costs. In coérdinating railroad and port terminal facilities much 
remains to be done. Trucking and other handling expenses of both 
outward and inward freight to date add heavily to the costs of mer 
chandise exported and imported. Personally, I believe that in doing 
both export and import business and in building up a merchant 
marine we should have a system of free zones in ports of the United 
States, and not be content with our present system of bonded ware- 
houses and our present system of customs drawback. 

Our banking equipment for foreign trade has been developed 
rapidly, and by branch banks and by arrangements with correspon- 
dent banks in foreign countries American foreign trade is reasonably 
well supplied with ordinary commercial banking facilities. Our bank- 
ers have also given a large amount of attention to foreign loans and 
the trade in foreign securities, and I believe this field is one which will 
enjoy continuous development. In many quarters it has been felt 
that we are inadequately supplied with facilities for long-term fi 
nancing of merchandise shipments. The Edge Law was put on the 
statute books in part to remedy this deficiency, but to date there has 
been little development in this line. 

In the insurance field also we have seen rapid development in recent 
years, and American coverage for marine risks, pilferage, and the other 
risks incidental to foreign commerce is available on a growing scale. 
This country is doing some pioneering in another interesting branch 
of foreign trade insurance—the insurance of foreign credits. 

Another phase of our equipment for doing an international business 
has been the development of commodity inspection and analysis along 
side the venerable institution of weighers and gaugers. Although 
a great deal of merchandise in foreign trade is now accompanied by 
certificates of inspection, certifying quality on the basis of known and 
accepted standards, commercial concerns and organizations generally 
do not as yet appreciate the value of such certification. 


Business Organization, Methods, and Practices 


Among the important problems of American export trade are the 
problems of organization, methods, and practices in American manu 
facturing and trading concerns. It is often said that in its funda- 
mentals business is business whether carried on within the customs 
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tariff and other disadvantages to comfort them. Our export busi- 
ness—and in this I am speaking especially of our exports of manu- 
factured goods—must have a higher standard of merchandising than 
has characterized it as a whole to date. So far as foreign business 
depends upon conditions within control from the Umited States, it 
is not governmental policies and the material equipment for carrying 
on business that count so much as the organization, technique, and 
skilled export merchandising on the part of American business concerns 
themselves. 


American Trade Interest in Foreign Countries 


The foregoing are more or less tangible problems of organization 
and policy in the United States in connection with the transaction of 
business abroad. Conditions in foreign countries are recognized by 
American business men as of the greatest importance in determining 
the future of our export trade. From an export trade standpoint 
the really important thing is accessibility to foreign markets which 
are prosperous and afford an effective demand for what is offered for 
sale. 

In considering the future of our export trade we are vitally in- 
terested in the maintenance of law and order, and the progressive 
desire for development of natural resources in Brazil, in China, in 
India, in Russia, in Turkey, in Poland; in fact, throughout the world. 
Every nation is stirred by the desire to make the most of its natural 
resources. ‘Today the conscious desire for economic development seems 
stronger than it has ever been before. The new countries and the 
countries with new governments as well as the older countries are all 
concentrating on problems of economic development. Accomplish- 
ment depends upon governmental policies and the real energy and 
activity displayed by the peoples of those countries; it depends upon 
confidence which they can inspire in the countries possessing capital 
and engineering talent that may be attracted for the purpose. One 
thing that does seem apparent is that there is no longer the need for 
slow pioneering that characterized much of the development of the 
natural resources of this country. Invention and mechanical helps 
have done wonders to speed up construction and the exploitation of 
natural resources. With good political conditions in a country and 
with friendly international relations with one or more of the more 
powerful lending nations, the backward country—even the sparsely 
populated country—today can achieve material development with 
great rapidity. 

Because of the diversity of our climate, soil, and natural resources, 
our experience in developing our resources, the merits of our manu- 
factured goods, and the supply of our capital and trained engineers, 
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I believe the | a great future in the work of develop- 
ing the unexp f other nations, more or less comparable 
with our own.  \ id American participation in such work will 
involve probler der scope than the detailed problems of 
foreign trade. | ve work in foreign countries by large num- 
bers of Ameri t will involve large expenditures and in- 
vestments in { tries by American concerns; it will involve 
shiftings in t f international trade. As resources and 
factories are mad in foreign countries they will cut off 
markets for An luct sut our experience with the develop- 
ment of indust Japan, in Australia, in Brazil, and in other 
foreign count ited that the building up of such industries 
gives a stimuli rt trade to those countries; the com- 
modities may <¢ 4 volume of trade increases. This course 
of development, ipid as it may be, will ordinarily take long 
enough to enal x business gradually to adjust itself to the 
changes that « become necessary. Looking at the future 
from this ang ortance of working out sound, long-time 
policies in interna itions on the part of the United States 
government must | sized. The importance of foreign invest- 
ment may be st l'ravel and international education are needed. 
Attention may these things, although the course of events 
in foreign coun must nain largely beyond our control. 
Points Imj l'rade in Common with Export Trade 

This paper ha ned itself primarily with the export side of 
foreign trade. t trade possesses much in common with the 
export trade ters mentioned. One outstanding problem 
of the import t tariff policy of the United States, and the 
tariff policy of t L’nited States, in turn, has much more to do with 
our commercia ( with foreign countries, and thereby with our 
freedom of acc: foreign markets than is ordinarily appreciated. 
Our avowed int tariff policy is equality of treatment. 
Equality of treat n the treatment consists of a tariff barrier 
equivalent to prohibition, or raising delivered costs to the point of 
narrowing the ma to a minimum, presents a blank wall of dis- 
couragement to t ‘ters of a foreign country who look to our 
market for trad , we present an enormously rich market with 
a great craving foreign novelties and articles of luxury. I be- 
lieve that time a1 in foreign exporters raise a cry about our 
high tariff rates when the true situation is that their limited sales here 
may properly be attributed to lack of merchandising effort in the 
American market those very exporters. At the same time, foreign 


exporters in mal ndoubtedly have the American tariff to 
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thank for their inability to sell goods in this market. Business men 
are more interested in opportunity to trade than in academic equality. 
Many foreign countries have their customs tariffs constructed for th 
purpose of bargaining, and to refuse to bargain with them for favor- 
able treatment of our merchandise in their markets, and merely to 
content ourselves with accepting through a_ most-favored-nation 
clause the concessions on the articles which interest other bargaining 
nations, does not give our export trade the promotion which a different 
commercial policy on our part might give. Equality of treatment 
may be the ideal of commercial policy, as fixed prices may be the 
ideal of retail trade. I have a feeling that in a world where tariff 
bargaining prevails it is much the same for us to hold out for our 
ideal principle of equality of treatment as it would be to attempt to do 
business in an oriental bazaar on the basis of fixed prices. 

Another phase of our import trade which has something in common 
with export trade as it has been treated in this paper is the great 
and growing demand of the American manufacturing industries for 
materials from foreign countries. Vast as are our own natural re 
sources, the diversified demands of the American consuming public 
make ever increasing calls for industrial materials from abroad. This 
brings into consideration the need of American development of the 
natural resources of other nations, and the export of capital from 
the United States. The government Department of Commerce in its 
efforts to promote and foster the manufacturing industry of the United 
States has in the past dealt almost exclusively with the promotion of 
export trade. At this time, however, that Department is carrying 
on a number of investigations to ascertain the facts as to American 
dependence on imported industrial materials, presumably with the 
ultimate object of working out policies for the safeguarding of Amer 
ican accessibility to vital materials not adequately produced within 
our own possessions. 

In general, the import trade of the United States has had little 
definite organization until recently, but the formation of such a body 
as the National Council of American Importers and Traders is re- 
cognition of the need of organization in that branch of commerce to 
consider the tariff question, the questions of improper customs and 
other regulations on imports, and other problems common to American 
importers. 

Thus, there is in this country at least a beginning of organized and 
continuing consideration of some of the acute problems relating to 
imports as well as of the acute problems relating to exports. 
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the most delicate adjustments. And, unfortunately, the strong sep- 
iratist feelings between the various peoples involved did not make these 
adjustments easy. 

On the other hand, the widely unequal division of resources among 
the new states, with varying degrees of dependence upon outside coun 
tries for foods and materials, as well as for markets, made it especially 
necessary to control the movement of goods and money across the 
national boundaries, if anything like a balance of foreign trade was 
to be maintained and the exchange value of the depreciated national 
currency kept from too great fluctuation. The elaborate systems of 
restrictions upon imports and exports, marking the regime of so many 
European countries in recent years, have been often dictated as much by 
exigencies of national finance as by strictly commercial considerations. 

Among the older established countries, the immediate dominant 
motives of tariff revisions were somewhat different. During the 
abnormal war-time years, certain industries had been severely dislo- 
cated, if not crippled, as were those of the invaded areas of France, 
Belgium, Italy, and Poland; while others had been stimulated to rapid 
development in order to supply from within what could not well be 
obtained from abroad. Moreover, the effects of the protective wall 
of the war-time blockade and of the abnormal demand for goods that 
continued into the years immediately following the War were felt in 
the neutral countries, such as Holland and Spain, as well as in the 
combatant nations, giving stimulus to industrial revival or expansion 
in a range of lines to a degree otherwise hardly possible. 

With the return of more normal conditions of competitive trade, 
most governments felt called upon to impose additional tariffs or 
other restrictions on imports for a twofold purpose; first, to protect 

foreign competitive products; and second, to nurture the industries 
born or expanded during the abnormal period that they might become 
permanent gains to the national industrial structure. This two- 
fold motive was greatly reinforced by the strong nationalistic senti- 
ment everywhere engendered by the War, which favored the encour- 
agement of all efforts to make each nation economically self-dependent 
to the largest degree possible. 

It hardly needs to be added that the desire to increase the national 


reviving domestic industries against the too ready importation of 


income was a prominent auxiliary motive in almost every country. 
The heavy burden of governmental expenditure and debts incurred 
during the War and the largely increased need for funds to carry the 
post-war obligations and projects added impetus to the desirability 
of tariff revision upwards as a ready and fairly certain means of 
increasing the national revenue. 
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the most delicate adjustments. And, unfortunately, the strong sep- 
aratist feelings between the various peoples involved did not make these 
adjustments easy. 

On the other hand, the widely unequal division of resources among 
the new states, with varying degrees of dependence upon outside coun- 
tries for foods and materials, as well as for markets, made it especially 
necessary to control the movement of goods and money across the 
national boundaries, if anything like a balance of foreign trade was 
to be maintained and the exchange value of the depreciated national 
currency kept from too great fluctuation. The elaborate systems of 
restrictions upon imports and exports, marking the regime of so many 
European countries in recent years, have been often dictated as much by 
exigencies of national finance as by strictly commercial considerations. 

Among the older established countries, the immediate dominant 
motives of tariff revisions were somewhat different. During the 
abnormal war-time years, certain industries had been severely dislo- 
cated, if not crippled, as were those of the invaded areas of France, 
Belgium, Italy, and Poland; while others had been stimulated to rapid 
development in order to supply from within what could not well be 
obtained from abroad. Moreover, the effects of the protective wall 
of the war-time blockade and of the abnormal demand for goods that 
continued into the years immediately following the War were felt in 
the neutral countries, such as Holland and Spain, as well as in the 
combatant nations, giving stimulus to industrial revival or expansion 
in a range of lines to a degree otherwise hardly possible. 

With the return of more normal conditions of competitive trade, 
most governments felt called upon to impose additional tariffs or 
other restrictions on imports for a twofold purpose; first, to protect 
reviving domestic industries against the too ready importation of 
foreign competitive products; and second, to nurture the industries 
born or expanded during the abnormal period that they might become 
permanent gains to the national industrial structure. This two- 
fold motive was greatly reinforced by the strong nationalistic senti- 
ment everywhere engendered by the War, which favored the encour- 
agement of all efforts to make each nation economically self-dependent 
to the largest degree possible. 

It hardly needs to be added that the desire to increase the national 
income was a prominent auxiliary motive in almost every country. 
The heavy burden of governmental expenditure and debts incurred 
during the War and the largely increased need for funds to carry the 
post-war obligations and projects added impetus to the desirability 
of tariff revision upwards as a ready and fairly certain means of 
increasing the national revenue. 
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1. Tariff revisions—usually upward—of more or less general scope ; 

2. Import and export restrictions, in the form of total prohi- 
bitions, contingents, or governmental licensing systems ; 

3. “Anti-dumping” duties, depreciated currency surtaxes, and 
similar measures to meet abnormal exchange conditions; and 

t. Revisions of basic treaty relations. 

The present paper will confine itself mainly to the last-named typ« 
of measure, which is most pertinent in its bearing upon the problems of 


Commercial policy. 


II Tue Post-War Movement ror Revision or CoMMERCIAL 
TREATIES 


Of the most far-reaching significance has been that wide-spread 
post-war movement for the revision of the basic treaties which had for 
many years governed the trading relations between the various Euro 
pean countries, and, in many cases, also their relations with the prin 
cipal countries overseas, such as the United States and Japan. 

The pre-war state of commercial relations in Europe has been 
aptly described as “protectionism tempered by treaties.” Had the 
basic or general tariffs of the various European countries been ac- 
tually applied against all foreign goods, the exchange of products 
with other nations would have in many instances been well nigh im- 
possible. High tariff barriers would have meant stagnation to many 
industries and even ruin to certain producing areas. 

Most countries of Europe had, however, long ago adopted the 
multiple tariff system with the highest or “general” scale of duties 
constituting the “asking price,” which most countries expected would 
be considerably reduced by concessions through the process of “hig 
gling” in the international treaty market. Through this process 
of bargaining, reciprocal concessions were made from the original 
“general” tariff schedule until the actual “selling prices”—the duties 
at which goods actually moved from one country into another—con- 
sisted in most cases rather of a series of “conventional” or “minimum 
rates,” usually much below the original general or “asking prices.” 

By virtue of her strong and growing economic position in Europe, 
and her scientifically constructed and highly specialized tariff sys- 
tem, Germany had for several decades taken the lead in the shaping 
of the commercial policy of Europe. Her present reduced economic 
position, joined with the limitations placed upon her by the treaty 
of Versailles, renders it impossible for Germany to continue this 

‘Considerations of space do not allow discussion of the first three types of meas 
ures, as they were developed by individual European countries to meet their 
particular post-war situations. A rather full discussion along these lines will be 
found in the author’s articles in the Nation’s Business for March and April, 1923. 
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role, and no ot Europe has thus far shown signs of being 
able successft 

The balance treaty system was the most-favored- 
nation clause, in important feature of most of th: 
treaties betw ourtries. Following, moreover, th« 
traditional Eu tion of the most-favored-nation clause, 
whereby all p nation granted to another were to 
be automatica to all others enjoying most-favored- 
nation status vhether such privileges were freely 
given, or in ¢c reciprocal favors—there was brought 
about, in effect equality of treatment in matters of 
customs duties 1 a ost any two European countries in 
the same favo. n competing for the trade of any third 
country. 

With the al War of all the treaties between the 
central and th , and the tremendous changes wrought 
by the War i: in economic conditions, it seemed but 
a matter of tu t le network of treaties would be un- 
raveled, in ord t give way to a newer one, rewoven at 
least partly out t terials, but designed to bring about some- 
thing like a new post-war commercial texture of Europe. 
Even before the V ver, France announced her intention of 
terminating a treaties containing the most-favored- 
nation clause. ! r, as their particular situations al- 
lowed, various § f Europe gave notice of their intention 
to terminate thi treaty obligations, and invited the nego 
tiation of new ve built in the light of the changed eco 
nomic interests lations of the nations involved. 

The negotiat often found it difficult to accept each 
other’s terms fi mercial arrangement when first pre- 
sented. In so. tuation was dead-locked and a solution 
came only after *—in which each country imposed its 
maximum and nditions upon the admission of th 
other’s product tory—showed that the commercial need 
of the two nat ther was stronger than the desire of 
each to carry tl , and ultimately a formula of agreement 
was found. In ' vever, the old favorable tariff relations 
between the va yuntries are being maintained by means of 
short-time “mod ,»’ renewable successively until new per 
manent arrang negotiated. 

The fact that t d of active treaty negotiation had set in 
was, in a meas gratification, for it represented the re- 
building stage; ynclusion of each new commercial treaty— 


bringing as it n does assurance of stable, if not more liberal, 


11 
+ 
} 
W 
t 
a 
a 
a 
t 
V 
n 
4 
4 
} 
+ 
a 
( 
( 
I 


pre 
tion 
its 
th 
1¢ ed 
oO! 
rent 


ions 


The Post-War Drift in European Commercial Policy 19 


conditions of trading between the contracting countries—wove an- 
other strand into the fabric of European commercial relations which 
had been so badly torn by the War and what followed in its wake. 
However, judging from the early results of the treaty-revision period, 
it seemed for a time as if that great pre-war moderator in interna 
tional tariff relations, the most-favored-nation clause, was to be con 
siderably restricted in its application, if not abandoned altogether 
by certain nations. The lead in this direction was early taken by two 
prominent countries of Western Europe, France and Spain, who found 
themselves in much the same economic situation and endeavored to 
give prevalence to a new type of treaty relation. Both countries 
were eager to afford increased protection against foreign competition 
to certain of their own industries which had expanded during the 
abnormal years; at the same time, they wanted to keep open foreign 
markets for their characteristic export products on the most favor 
able terms. France, and following her Spain, therefore set out upon 
a policy of special and restrictive tariff bargaining. 

Starting by -advancing considerably the general or highest scale 
of import duties, these countries then offered to grant reductions 
on particular commodities to such countries as would concede, in 
return, special tariff advantages to their distinctive export products. 
The character and extent of the concessions exchanged differed in 
each case, and usually a striking feature of these arrangements was 
the lack of a general promise that the present contracting nation 
would have the benefit of any further moderations in duties which 
might later be made by virtue of a treaty with a third nation. Th 
great activity of the two nations insistent upon limited concessional 
arrangements soon resulted in such a number of these treaties coming 
into operation as to forecast a possible general state of unequal 
tariff relations in Europe that would give the producers of on 
country special preferential treatment in a given market, while thos 
of a neighboring and competing country might be subject to a dis 
tinct handicap in the same trade. 

It may fairly be recognized that, under the abnormal relations 
between certain nations after the War, the denial of the most-favored 
nation tariff treatment may not always have been entirely inequitable. 
But for such a system of preferential and discriminatory duties to 
come into general practice, as the permanent principle of tariff rela 
tions between nations, would have meant the ushering in of so radical 
and upsetting a departure from the pre-war situation of practically 
equal commercial opportunity all around, as to give considerable con 
cern to those who believed that the principle of the competitive open 
door held out the best assurance of peaceful and fair development of 
national industries and interne.tional commerce. 
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culties and abuses attendant upon them. This feeling is one upon 
ch they can now act the more freely, because the mose acute con 

ons which prompted their imposition are to a consid rable extent 
issing away. 

The internal economy of individual countries has become better 
yrganized during the years since the Armistice, and more nearly ad 
isted to the major shifts in the economic structure of Europe under 
hich the nations will apparently need to carry on for some tim 
ead. There is much less fear of severe competition from the prod 
cts of low currency countries than there was a year or two 


and on the other hand, there is not so much danger of wholesal 


buying for export of a country’s products by foreigners with 
stronger “valuta,” as there was in Austria during the chaotic days of 
1920 and later in Germany. For internal wages and _ production 


costs have so nearly caught up with the degree of exchange depre¢ 
. I rn } 


ow 


ciation as to bring the prices of staple commodities in most 
currency countries close up to general world market prices. No on 


who has visited Germany within recent months could fail to be im 
pressed with the fact that 


general prices had not only reached the 
world level, but in many cases gone considerably above them. This 
fact readily explains the practical abolition last September of the 
German export licensing system. So definitely appears the feeling 
that it will not be necessary to reinstate such control, that most of th 
“Aussenhandelsstellen,” through which the control over exports was 
exercised, have been definit: ly liquidated, 

Karnest efforts are being made in a number of European countries 
that experienced great fluctuations after the War to bring about and 


to maintain—by heroic measures in some cases—a_ state 


cient stability in their currency to allow the nation as well as its 
merchants to plan long-gauged undertakings with security. In Italy, 


il 


Austria, and Czechoslovakia, for instance, one is impressed with t 


fact that the country’s curré ney appears to have about found its 
level and that business plans do not involve, as they did only a fev 
years ago, gambling on the future of the exchange. Even in G 
many, prices are now practically on a gold basis, with a fairly w 
sustained official conversion rate of one billion paper marks to tl 
gold mark, and with the gold mark at the old pre-war ratio of 4.2 
to the dollar. 
Of course, with the major problem of Germany’s external obliga 
ons still unsettled, it would be too much to expect definite stability 
her currency at the present time. And unfortunately, a number of 
countries of Central and Southeastern Europe have not yet 


ached that stage in their financial readjustment—-such as has been 
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attained by ( nstance—that makes it possible to 
determine tl currencies are likely to find relativ: 
stabilitv. S s, however, been made in the direction 
of currency st int the moderation of many of th 
special measu ol called into being by the abnormal 
exchang relat irs. 

There ar indications that the first post-war 
burst of ass ong the newer nations, which sought 
to emphasiz nee through tariff barriers and re- 
strictions aga countries, has been considerably moder- 
ated. Many ng to recognize—even if their peopk 
are slow to do s of Europe are too closely bound up 
with one anot ectional specialization of labor and 
lor g-est ib ishe inge, to be able to escape that vital 
dependency sil on of new political entities and the 
shifting of ta1 

In the two ] of Europe where the need was most 
urgent for re k of commercial relations destroyed 
by the politi territories, i.e., the Succession States 
to the old Rus Empires, hopeful signs are appear- 
ing. Afteras , Latvia and Esthonia have recently 
agreed to remo between them and make the two coun 
tries substant This action is probably a for 
runner of su | tying up more closely the former 
parts of the R ithough the unsettled trading status of 


Soviet Russia adjustment in this region difficult 


to anticipate 


In the case « ntries among whom the territories of 
the former Aus n Empire were divided, the difficulties in 
the way of bi liberal trade relations have been 
particularly gi is, however, broken at the Porto Rosa 
Conference of N 2] re the repre sentatives of these na- 
tions recognized y dislocated economic relations that 
had followed t of the old Austrian Empire. While 
it could hardly | t the ambitious program recommended 
by the Porto R ould be carried through directly by 
the various nat ss made in that direction in the two 
years since is o ficance for the future. Arrange- 
ments have beer iting the movement and exchange of 
railway cars ac} *s boundaries, and at least a dozen com- 
mercial treaties neluded between various sets of these 
states during 1 rs, each bringing about more liberal 


trading relatio1 ntracting states, and in almost every 
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case embodying an exchange of promises for unconditional most- 
favored-nation treatment. 


IV ReEAssERTION OF Most-Favorep-NATION TREATY PROVISION 


During the past year there has also taken place in Europe a de- 
cided reassertion of the old most-favored-nation provision, which now 
seems likely to retain its réle as the guiding principle of commercial 
relations between the nations. With a few marked exceptions, the 
great majority of the treaties or other commercial arrangements 
entered into by the various European nations during the year just 
closed—ranging from Portugal to Finland—have embodied as their 
central feature the undertaking on the part of each contracting nation 
to accord to the other country, particularly in all matters affecting 
commerce, the same privileges as may be granted to the most-favored- 
nation. It is also significant that this promise is, in most cases, not 
made conditional upon the granting of equivalent or reciprocal favors 
in order to obtain any benefits later granted to a third nation. This 
has accompanied, in some cases, specific concessions in duties. Thess 
double arrangements have not been inconsistent, however, provided the 
concessions were generalized to all nations on a favored-nation status. 

In the case of the Baltic countries and the states that have suc 
ceeded various parts of the old Austro-Hungarian Empire, reser 
vation is often made for such special privileges as they have or may 
accord to certain of their neighbors, a provision which is quite natural, 
in view of the specially close economic bonds still tying these areas, 
and in view of the possible later measures to bring about less hampered 
trade relations between former parts of the Russian or Austrian Em 
pires. The fact that many of these new treaties are for short dura- 
tions is symptomatic of the instability of the times, but the basis upon 
which they are being built is significant. 

Even among a number of countries which had hitherto negotiated 
arrangements on the reciprocal concession basis, there is apparently 
growing the feeling that stability in their own tariff and an adequat« 
measure of protection to their industries cannot allow further con 
cessions to be granted in each treaty negotiated. Instead, there is a 
tendency to consolidate the concessions made in the various treaties 
already negotiated into a single conventional schedule, and to offer 
that schedule of reduced rates in the new negotiations under a general 
ized most-favored-nation clause. 

Considerable momentum has been added to this movement for th 
reassertion of the principle of unconditional most-favored-nation treat 
ment in international tariff relations by the recent action of the 
United States. In the thoroughly revised American Tariff Act 
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hor 

| could be removed. An agreement was re ached upon a convention, 
538 embodying a long series of articles intended to standardize inter 
‘* national practices on a clearer and simpler basis. If the actions of 
a SB their representatives at Geneva are ratified by so much as half the 
ne nations participating, considerable progress will have been made in 

é the direction of clarifying customs formalities and of liberalizing th 
a ntimate conditions of moving goods from one country into another. 
the 

un ‘ 
asic 

SIX 
atin 
hose 

ter 
hom 
t of 
con 
der 
ting 
into 
onal 
ol 

thi 

be 
that 


ided 
been 
tion 
nore 


rent 


sing 
and 

th 
ry’s 
ions 


rade 


AMERI Y WITH REFERENCE TO FOREIGN 
INVESTMENTS 


W. Epwarpbs 


} k University 

The int t and the policy which a nation should 
pursue in e always been subjects of interest to 
economists y in periods of marked economic 
chang ntury when Europe and _ particularly 
Great Brita the stage of local to that of national 
economy, | need men’s thoughts profoundly and 
gave rise to chool which developed the first care- 
fully formu juestionable theory and public policy 
in reference payments. Again in the early part of 
the nineteent Great Britain was emerging from national 
to internati principles governing business relations 
between co examined, and a new theory was 
established | ynomists. In the main, their general 
statement o balance of payments finds acceptanc 
today, but it 1 and modified to take full cognizance 
of new condit iunticipated. 

The most n the items in the balance sheet of 
great comn ; been the increase in the export of 
capital. It e more preponderant as an item in thi 
balance of 1914, for the Great War has vitally 
affected th tions evolved gradually over a cen 
tury of con nal peace. The financial operations 
of the War dented mass of international obliga 
tions, such a ymmitments of the Central European 
powers to t igue though they may be, and in turn 
the debts of t yrmer associates in arms, particularly 
the United St ndous private claims to payment. 
Before attem 1 national policy in guiding the ex- 
port of capit t is necessary first to review as a basis 
the leading 1 low to and from the United States up 
to the present 

It is usual t qualification that the Great War 
marked the t United States from the position of a 
debtor to tha l nation. In gene ral, this statement 1s 
true, but it g ; impression that there was a contin- 
uous inflow o 1914 and after that date an unin- 
terrupted out tual fact, the entire economic history of 
the United St rked by various cross currents which 
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have alternately increased or decreased to a marked degree its capital 
indebtedness to other nations. At several times before 1914 American 
securities held abroad were returned in large amounts to the home 
market. 

The importation of capital into the United States during its early 
history continued with little interruption until 1837 when the panic 
and its unsatisfactory aftermath not alone checked the further flow 
of new capital but caused many foreign holders to throw their securities 
back upon the American market. With the return of financial stability 
and with the further expansion of the West, the United States was 
once more in a position to offer foreign capitalists a greater degree 
of security and a relatively high rate of interest. As a result, capital 
once more flowed into the United States until the Civil War, which 
again led British and Continental investors to abandon American 
holdings. These offerings were repurchased by American financial 
interests especially in the Northeast. After the War capital again 
flowed into the United States until halted by the panic of 1873, but 
after a few years the tide again continued. The industrial depression 
and financial uncertainty of the early nineties not only restrained 
foreign investors from absorbing further American issues, but induced 
many to release a considerable portion of their holdings, and so the 
United States was once more called upon to repatriate large blocks of 
its securities. From the opening of the twentieth century until 
the outbreak of the Great War, European capital moved to the 
United States, but at a declining pace, due to the anticipation of 
a world war and the consequent necessity of financial preparedness 
by the Continent. 

Within this last period there was a heavy outward flow of American 
capital which was placed in foreign government bonds and _ indus- 
trial enterprises estimated before the War at $1,500,000,000. Many 
Americans of wealth invested in the bonds of such foreign govern- 
ments as Canada, Mexico, Cuba, and Japan, but the larger pro- 
portion of the capital exported from the United States in this 
period was industrial in nature. These investments represented mainly 
the proprietary interest of American concerns in foreign enterprises, 
which included factories in Canada, railroads in Mexico, sugar plan- 
tations in Cuba, and mines in Central America. They were thus con- 
fined mainly to nearby countries, but several of the large American 
industrial corporations, such as the International Harvester, the 
Singer Sewing Machine and the Standard Oil companies had extended 
their foreign holdings to more distant points. 

The international balance of payments of the United States was 
completely overturned by the outbreak of the War. It soon created a 
well nigh insatiable demand for goods from the United States, while at 
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the same 1 the belligerent countries were « 
tailed, so tl lle of 1914 and the close of 1918 th 
excess of ts amounted to $11,800,000,000. Of 
his s 100,000 was paid in gold, and in con- 
sequ t | settled by the use of credit. This 
end was a by the allied nations in forcing their 
citizens to of American securities and reselling 
then . +t] 1 in this way about two billion dollars 
of <A turned. As even this sum was in 
sufficient to s of the warring nations, they wer 
forced to e American money market. As a 
sult. priv tent of $1,.520,000,000 were floated 
from 1915 United States entered the conflict 
and the go war associates direct advances to thx 
amount o In the period immediately after thi 
Armistice ntinued to extend such direct advances 
039.000.0000. 

Thus wl nt of billions of dollars was exported 
from ¢ Uy the War, only a small proportion was 
derived dit n investors through their purchase ol 

on |} greater part was obtained in 
directly thre nt of the United States. Before 1914 
advances f) t to another were rarely made, but 
during the V vy for the stronger members of both 
belligerent r financially weaker associates with 
liberal ace ntergovernmental borrowings wer 
made und ty with little regard to the tangible col 
late) for s the allied nations could have sold their 
securities to esting public only in insufficient sums 
and at hig vy rates, the United States government 
was able to vn obligations in an almost unlimited 
amount and terms to American citizens who bought 
them not onl t also for patriotic reasons. It must 
be further 1 during the War the usual relations 
between the tal and that of trade were reversed. 
Under norma tions the export of cap: is the prim 
force which low of goods, but between 1914 and 
1919 the hea he cause rather than the result of the 
vast capital t period. It is therefore clear that 
this enormo capital was a highly artificial movement 
founded on } ither than economic forethought. 

Harvard Rex (1919), p. 235. 

*C. E. Griffin, ( t Position,’ Journal of Political Economy, p 


544, Aug., 192 
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There was an increasing flow of private capital from the United 
States between the close of the War and the middle of 1922. Since then 
the successive political crises which have kept Europe in a state of in- 
termittent alarm have contributed to discourage the further buying of 
foreign bonds by Americans, and the total of new foreign securities 
issued in the United States including both fresh capital and refunding 
operations has declined from six hundred thirty-six millions in 1922 
to three hundred sixty-three millions in 1923. Moreover, just as the 
United States at various times before 1914 repurchased its securities 
from foreign holders, so Europe is now buying back a not inconsiderable 
part of its issues floated in the American market. 

From this brief review of both capital export from and import 
to the United States, it is seen that while in general the inflow 
continued until 1914 the rate was gradually declining, and although 
since that time a contrary movement has been initiated its force has 
abated during the past year. An analysis of the export of capital 
shows first, before 1914 a moderate outward movement prompted by 
non-political motives and directed largely toward industrial under- 
takings; second, during the War an unprecedented outflow actuated 
by political reasons; and third, since 1919 the investment of private 
capital funds which after a regular increase for several years has 
recently declined. 

From this review it is evident that the United States even before the 
War had attained a stage of economic development where it was still 
borrowing heavily from abroad but at the same time was exporting 
capital in an ever increasing amount. The unprecedented volume of 
capital exported during the War gives the movement a significance 
entirely disproportionate to its true influence upon the future course 
of American investments abroad. Also a considerable part of the 
foreign financing in the American capital market immediately after 
peace was conducted to refund war obligations. Thus under normal 
economic conditions the future flow of capital export from the United 
States will follow not in the channels marked out since 1914 but rather 
in the course developed before the War. Then as now the factors of 
demand and supply of capital abroad as well as at home must deter- 
mine its flow. 

The demand for capital throughout the world today seems limit- 
less. The wastage of war both on the battlefields and in the indus- 
trial plants and transportation systems of the belligerent nations has 
not yet been overcome. The work of hydro-electrictrification in 
Europe has scarcely been started. The economic resources of South 
America are still undeveloped and the natural wealth of Asia is yet 
unexploited. 

However, the financial requirements of the United States are as 
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insistent at the ] t time as in any period in its history. Although 
the country « | from the War with a manufacturing plant greatly 
expanded and 1 mechanical equipment larger than ever before, 
it is still far being industrialized. While certain agricultural 
products, as t, and a few mineral supplies, as oil, are experiencing 
the operatioz t iw of diminishing returns, nevertheless, in general, 
the vast nat ources of the United States are still undeveloped 
and await but ipplication of capital to bring about profitable ex- 
ploitation. Ot terprises possibly less remunerative but certainly 
of importance t itional welfare require immediate financing. — Irri- 
gation proje id mining operations in the West are in urgent need 
of capital. ‘J roads have been well nigh starved in recent years 
for want of financial aid, and the completion of the national building 
program still s billions of dollars in mortgage money. 

The potential demand for capital necessarily exceeds the supply, 
but seldom has the relation between these two factors been so dis- 
proportionat lay. Capital arises from past accumulation and 
consists of th of available goods and equipment in existence 
at the present t Whether applied productively in industry or 
unproductively in war, capital can be replaced only as a result of 
saving, and by the a iulation of a surplus of production over con- 
sumption. Since 1914 the former creditor nations of the world have 
failed to maintain this surplus. Not alone has capital accumulation 
been checked by war but also by post-war conditions. The plan of 
military subsidizing on the part of some countries has prolonged even 
after the close of stilities the wasteful consumption of capital, while 
the policy of currency inflation by other nations has discouraged the 
accumulation of capital. Nor have the former belligerent nations 
alone been affected, for even in neutral countries business operations 
have been dee] nfluenced by the general state of economic un- 
certainty, and in some cases unsuccessful speculative ventures have 
impaired capital resources 


The world in its search for a source of capital points to America’s 
holdings of two-thirds of the known gold supply accumulated largely 


as a result of the War. But, as mentioned before, this sum repre- 
sents payment for only a small proportion of the capital which the 
United States ex ted during the War in the form of foodstuffs, 


raw materials, and other goods. Thus, in exporting capital to the 
extent of billions of dollars, the United States was parting with just 


so much of its wealth in goods and has become poorer economically | 
in consequence. 

Under these conditions of demand and supply, capital cannot well 
be wasted but st be directed by a conscious policy into channels 


‘H. Hoyt, “Indust America,” Administration, p. 31, Jan. 1923. 
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where it will bring back the highest return. The United States can- 
not finance the needs of the world and at the same time develop its own 
natural resources to their proper limit. It cannot extend advances to 
install hydro-electric power in the Alps and at the same time employ 
these funds to carry out the super-power project in the northeastern 
states. True, there is a mystery and attractiveness about inter- 
national business often lacking in domestic transactions, but profits 
derived from the latter have as much intrinsic value as those resulting 
from the former. This purely economic factor of yield in the final 
analysis will determine the future course of international capital. 
If after making due allowance for the various elements of uncertainty 
which enter into investments abroad against those at home, the return 
offered by the former is more attractive than that proposed by the 
latter, then the tide of capital will necessarily flow outward. 

That such a movement will continue in the same volume as since 
1914 seems improbable from the previous review. As mentioned be- 
fore, the export of capital during the War was an abnormal phe- 
nomenon in which both the volume of the capital and the rate of 
interest were governed by political and not economic forces. Also in 
the period immediately following the War, considerable financing was 
undertaken to fund obligations incurred by American banks and 
business houses in some of the belligerent countries. These move- 
ments do not therefore deserve an importance equal to their amount 
in dollars. 

Attention should rather be directed to the outflow of capital during 
the past three years. Foreign securities found a ready market in the 
United States from about the middle of 1920 to that of 1922, but 
since then there has been a marked decline in the demand. This 
change has been coterminous with the tide of business activity within 
the United States. After the collapse of prices in 1920, the volume 
of domestic trade declined and swayed uncertainly until the middle of 
1922 when it once more improved. There is undoubtedly a causal 
relation between the activity of the foreign security market and of 
domestic business, for during 1920 and 1921 idle funds were placed 
in foreign issues only to be withdrawn in the latter half of 1922 and 
throughout 1923. These funds were shifted from one field to another 
obviously in response to the desire for greater profit. This mobility 
of capital is must natural, for the money market is constituted as a 
single unit and not composed of separate pools for domestic and 
foreign capital needs. 

Further proof of the effect of the active domestic demand for 
capital on the American money market is seen in the continued high 
rate of interest in New York over that prevailing in London. This 
discrepanc’, in turn is not as wide as before the War, due to the rela- 
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tively stronger financial position todey of the United States as com- 
pared with Great Britain and the great Continental nations whose 


lending powers have been seriously weakened since 1914. 

Thus, in short, as a consequence of the financial impairment of other 
nations, rather than as a result of its own economic strength, the 
United States, acting in the position of what may be called an in- 
voluntary lender, will in the future export capital. This movement 
will not assume the volume it attained during the War or even in the 
immediate post-war period, but will flow in a moderate amount governed 
by the factor of greater financial profit abroad in comparison with the 
return obtainable from the investment of funds in domestic under- 
takings. Moreover, American capital, if unrestrained by political 
direction, will flow to those parts of the world where the highest yield 
commensurate with safety may be derived. 

In what form should this future movement of capital from United 
States go forth? It may consist of intergovernmental advances as 
extended during the War by one state to another. Such grants are 
unlikely except in the event of another conflict or of complete eco- 
nomic collapse in Europe, which conditions might necessarily compel 
the United States to render financial aid in the interest of its own 
national welfare. Aside from these contingencies, international in- 


vestment funds should be private in nature in,that they should 
emanate from individual American capitalists lending to foreign 
governments or to entrepreneurs abroad. These private funds may 
be raised within the United States by selling foreign governmental 
or industrial securities directly to American investors. An efficient 
system of underwriting and distributing foreign securities has been 
developed in this country since 1914 and this has been the method 
mainly employed in recent years to mobilize capital for export. As 
previously mentioned, most of the American capital exported before 
the War came from domestic industrial corporations conducting oper- 
ations abroad. ‘These fields were heretofore confined mainly to con- 
tiguous territory such as Canada and Mexico, or nearby countries, as 
Cuba or Central America. Our business interests have since expanded 
until they are today universal in scope. Although several of our 
big industrial corporations have long been engaged in foreign business, 
a greater number than ever before are now concerned in international 
trade. Even the larger of our American concerns are meeting, and 
will continue to meet, intense international business rivalry. This 
keener competition abroad is in a considerable degree the result of 
consolidation which is changing completely the business structure of 
Great Britain and of the Continent. While American trusts in for- 
mer years were usually national in organization, the modern European 
holding companies represent international capital units, which are 
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able to bring together skilled though cheap labor and abundant na- 
tural resources and in some cases a centralized marketing system. 
If this be the future evolution of international business organization 
it is most essential for American industries to develop along similar 
lines. For this purpose American concerns with international inter- 
ests could issue additional capital stock, and sell it in the American 
money market. The investor would then hold an obligation repre- 
senting foreign economic interests but based primarly upon the finan- 
cial position of a domestic corporation. 

Whether international investments are made either directly through 
the purchase of foreign securities, or indirectly through the absorp- 
tion of American obligations covering interests abroad, they should 
follow the same basic principles which underly a sound domestic policy. 
In formulating a policy covering foreign investments, however, the 
relative emphasis is somewhat different and certain factors negligible 
domestically call for considerable attention. In particular is this 
true of the political situation as contrasted with the purely economic 
factor. From an economic point of view the attainment of the funda- 
mental element of safety depends in a large measure upon the obser- 
vance of the sound practices developed by the great investing countries 
of the world as a result of years of experience marked not only by 
brilliant success but often by crushing failure. Although the in- 
vestment of funds abroad today involves new factors of uncertainty 
arising out of both political instability and financial weakness so 
pronounced today, nevertheless the scarcity of capital enables lenders 
to exact guarantees and assurances hitherto unattainable although 
long recognized as desirable. 

The security of a loan in the sense of the assurance of its payment 
depends primarily upon the degree to which the funds are used so 
that they are inherently capable of providing the means for meeting 
the obligation at its maturity. This power of repayment may best be 
assured by insisting that the funds so loaned, whether to a govern- 
ment or to an industrial corporation, shall be applied to a produc- 
tive purpose. This expression today must be liberally interpreted. 
It naturally includes such undertakings as the construction of a 
railway or the building of an electrical plant. But moreover a bor- 
rowing government which employs the proceeds of a loan to balance 
its budget or stabilize its currency may under certain conditions be 
considered as attaining a constructive use. In some countries these 
objects will be accomplished only by first obtaining a foreign loan, 
and once such reforms in public finance and currency are effected, the ‘ 
economic life of the state can again function normally and through 
increased production furnish the means of discharging the nation’s 
obligations. Thus the operations of budget balancing and currency 
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stabilization beco ls in themselves but means to the higher 
end of greater « | rd tion, However, care must be exer- 
cised that loans g reign governments are not used by them 
to play the gam t itional politics at the expense of private 
investors, for at ] t capital is too limited to be wasted in an un- 
productive emplo ch fails to augment the world’s supply of 
goods and which ma provoking international rivalry even serve to 
reduce it. 

In granting fo due consideration must be given to the 
interest of borrow ell as lender. The history of international 
finance shows that exploitation of a foreign country may be 
carried to an ext vhere neither borrower nor lender benefits. 
This has occurred imber of cases in applying capital to the 
utilization of the yr natural resources of countries new in in- 
dustrial developm present problem of capital export is con- 
cerned mainly with ition to cheap labor power, particularly in 
countries with a onomic organization, but with an im- 
paired financial condit These borrowing countries may be so 
tightly bound by the stipulations contained in the loan agreements 
that they are pract n a state of economic serfdom to their 
creditors. Such relationship does not develop a spirit of willingness 
to pay and regard the technical legal strength of the guarantees 
for such loans, thei: nt is imperiled by the very severity of the 
terms. In fact, all att ts at a too great benefit to the lender are 
fraught with dange t least possess but doubtful wisdom. 

Turn now from t! nomic to the political aspects. Even before 
the War there were noticeable evidences of the disastrous results of 
the policy of gover: t interference in capital export. Too often 
were issues brought ward which possessed not an economic but 
merely a political bas Such courses have by no means disappeared 
but on the contrary |! been fostered by the strong nationalistic 
spirit which prevails lay 

From the political a stinect from the economic point of view our 
chief concern is rat! with an analysis of the borrowing than the 
lending nations. Broadly speaking these borrowers fall into three 
groups: first, Europ and other neutral nations; second, former 
belligerent nations and t newly created states of Europe; and 
third, colonial posses s of both neutrals and belligerents. The 
political uncertainty now prevailing directly influences all three groups 
though not in a lil re Even the neutrals are affected, since 
political uncertainty casts suspicion on all foreign investments. Be- 
sides, most of the European neutral nations have become involved with 
one or the other of the belligerent groups,.and their fortunes are thus 


in a considerable measure interwoven. Colonial territories are like- 
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wise affected by the general suspicion directed toward all foreign in- 
vestments, and moreover, such dependencies are naturally influenced by 
the financial condition of the parent country. 

All in all, however, the situation of the neutrals and colonials calls 
for a good share of strictly economic rather than political analysis. 
With the belligerent countries and the newly created states the prob- 
lem is quite different. The reparations question must first be settled 
in order to give them that measure of political certainty which 
is requisite before widespread foreign investment will be undertaken. 
Hardly less important is the necessity for reducing public expenditures 
and balancing government budgets. Political certainty brought about 
in these ways will ultimately find its reflection in greater economic 
productivity. Every effort to aid in the solution of these problems 
deserves praise, and approval must therefore be accorded to the 
recent undertaking of the American government in participating in 
the analysis of the German financial problem. It is along such lines 
rather than an attempt to direct the capital of private investors 
and bankers that a sound government policy should take its course. 

To summarize, a national policy with reference to the export of 
capital from the United States must consider the point of view of both 
borrower and lender. The former must appreciate from a review of 
the economic history of the United States the intensity of the domestic 
demand for capital and must therefore be willing to bid high for its 
use. The borrower must also offer guarantees to afford a sufficient 
degree of safety, but on the other hand the United States as lender 
should not exact pledges which will impair foreign productive power. 
Sixteenth century mercantilism, with its fundamental tenet that a 
nation prospers only at the expense of others, has been so convincingly 
refuted that its application to the present problem of capital export 
would merely be repeating an error of the past. Both from the stand- 
point of the individual investor and in the interest of the nation 
as a whole, the policy of lending international capital should be 
founded primarily on purely economic principles and not actuated by 
political motives. The government of the lending country should in 
general adopt the principle of laisser faire so well expounded over a 
century ago by the classical economists. As John Stuart Mill said: 
“Laisser faire in short should be the general practice and every de- 
parture from it, unless required by some great good, is a certain evil.” 
Only with respect to the solution of those fundamental problems which 
are the heritage of the War -hould we modify his dictum. 
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INTERNATIONAL TRADE AND COMMERCIAL 
POLICY—DISCUSSION 


Tuomas Waker P In listening to the papers that have just been 
presented, we had t itisfying feeling that we were hearing practical 
matters discussed | en prepared through actual observation and per- 
sonal experience to deal with them. We felt that these were not academic 
considerations set forth by theorists. 

Mr. Snow has enu ited many problems encountered in international 
commerce. There is some evidence, however, that all the gentlemen who 
have spoken had a tendency to conceive of international commerce merely 
as export business. That is a widespread habit of thought among Amer- 
ican business men at t present time. Strenuous efforts have been made 
to develop the export | ness of the United States, but little attention 
has been given to tl! port side of foreign commerce except with a view 
to reducing it until it ides little more than materials which cannot be 
produced in this 

It is not necessary to take up seriatim the problems Mr. Snow has 
enumerated. They w be set forth when his paper is printed in the 
proceedings of the meeting. For many of them he has offered solutions in 
which we willingly acquiesce. There is one suggestion, however, with which, 
if seriously meant | n, we should find it necessary to take issue. 
I refer to the implication that we might extend our export market by en- 
tering into a series of bargains with foreign countries for mutual reduc- 
tions of tariff rate \ bargaining tariff for the United States has long 
been something of a As Mr. Snow is aware, it was tried with what 
were known as the Argol agreements, the Kasson treaties and in a number 
of special reciprocity measures. With rare exceptions all such bargains 
have failed of confirmation on the one side or the other. It is not likely 
that we should ever a e commercial benefit by these methods. It is hard 
enough to get enacted a tariff with a single schedule of rates. The diffi- 
culty would be enor: ly increased if we attempted to enact one set of 
rates for bargaining purposes and another set which we proposed to retain. 

The time limit for this discussion prevents a development of the argu- 
ment against a bargaining tariff and I must content myself with calling 
attention to its impracticability. I would suggest in place of it a more 
careful study of our import trade with a view to admitting on more liberal 
terms foreign goods that might be sold in the domestic market without 
impairing the policy advocated even by those most favorable to high pro- 
tection. There are many commodities made abroad which are needed in 
the United States either for consumption or for further manufacture, 
commodities which are not produced here in sufficient quantity and yet 
which are subject to very high duties. I might mention by way of illus- 
tration, the finespun cotton yarns used in the lace and lace curtain in- 
dustry. Such yarns have to be imported from Great Britain because they 
are not made in the United States, and yet the finer they are the higher is 
the duty on them. M might be done, also, by adjusting our duties in 


such a way as to ena yuntries within which we wish to build up our 
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markets to send certain of their products on more liberal terms to the 
United States. Certain it is that we cannot sell abroad unless we accept 
in payment what foreign countries are in a position to offer us. This 
is equivalent to saying that a further expansion of our export trade awaits 
a more careful adjustment of our restrictions on imports from abroad. 


Frank R. Rutrer.—Mr. Chalmers has been remarkably successful in 
treading the maze of post-war tariff changes in Europe. It is no easy 
task to select from the intricate mass of laws, regulations, and treaty 
provisions those of outstanding importance, and Mr. Chalmers has been 
happy in his choice of the significant and the typical while passing over 
the transient and the accidental. But what I like best is his hopeful 
outlook for the future, his view that the more liberal changes of the last 
six months mark the turning point from the extreme restrictive policy 
of the preceding four years. 

While in full accord with Mr. Chalmers’ analysis and his conclusions, I 
would like to see the argument carried a little farther in two directions: 
What of the future of European legislation? What of the position of the 
United States? 

Mr. Chalmers’ division of his facts into four groups—higher tariff rates, 
adds to the 
clearness of his picture of present conditions. A regrouping by causes 
instead of phenomena may help in judging the direction and the rapidity 
of future changes. 


trade restrictions, anti-dumping measures, treaty revision 


The prime cause is, of course, the War itself, with the legacy of trade 
restrictions and its incentive to high tariffs. Throughout the War, and 
especially toward its close, trade restrictions were applied as war mea- 
sures on an unprecedented scale. It was only to be expected that many 
of these would outlive their original declared purpose. That so many 
have now been withdrawn is a matter of congratulation. 

Higher duties almost inevitably follow a big war. As Fisk points 
out, the Civil War and the Franco-Prussian War started a wave of na- 
tionalism and left behind them war-born industries and national debts, 
all conducive to upward revision of tariffs the world over. The World 
War has had the same effect. Import duties are likely to remain much 
higher than those of pre-war years. It is nevertheless encouraging to 
learn that the recent tendency has been no longer upward and that there 
is reason to hope that the peak has been passed. 

There is one big difference from the situation half a century ago. Then 
the tariff question was intensified by a vital economic change—improve 
ment and cheapening of transportation—which brought the old and the 
new world together and threatened alike the old farms of Europe and 
the new factories of America. The World War, on the other hand, has 
left financial and political, rather than economic, complications—most 
serious at the moment, but perhaps less permanent in their effect on tariff 
policies. These factors, together with the shift of commercial leader- 
ship on the Continent from Germany to France, are three supplementary 
causes of tariff change. 
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(1) The disor tion of currency and finance led (a) practically 
all foreign count: t hibit the exportation of gold, (b) weak-cur- 
rency countries to 1 t the importation of “luxuries” and engage in 
cut-price exportation, and (c) strong-currency countries to penalize this 
movement by enlar the definition of “dumping.” These measures, 
however strongly dictated by purely national thought, impede the leveling 
effect of trade and prolong financial disorder. That they will remain in 
force for years s ertain. The one bright spot is the fact that the 
interrelation of currency values is becoming more steady. What gives an 
artificial impetus t ports is, of course, not the rate of exchange itself, 
however high or low, but the continued rise or fall in the rate. We cannot 
really think in quint ns, and the German mark has lost its function 
as a measure of value and thereby much of its disturbing influence on trade. 
Bargain-sale exports are past, although anti-dumping penalties remain in 
force. 

(2) The realignment of political boundaries disrupted old trade chan- 
nels. Hungary used to feed most of the subjects of the old Dual Mon- 
archy; Bohemia lar: othed them and manufactured for them; and 
Austria exchanged their surplus products. Each Succession State tried, 
by duties and trade restrictions, to become self-contained and failed. 
Treaties permitting t resumption of trade between them indicate that 
men are thinking onc: re along economic and not purely political lines. 

(3) The commercial leadership on the Continent passed from conven- 
tional Germany to particularistic France. The Frankfort Treaty of Peace 


obligated France and Germany alike to extend to each other unconditional 
most-favored-nation treatment and thus insured the dominance of that 


policy in Europe during the life of the treaty. Its termination by the 
World War left the way open to discriminating duties. By the Versailles 
Treaty, predicated on the commercial subjection of Germany, Germany 
was required to extend to the Allies every favor that she might grant to any 
foreign country, but the Allies were not bound to reciprocate. France 
used her new right. Her tariff carries about six columns of duties and 
several blank columns to facilitate the record of new discriminations that 
it may later see fit to imposs Writers a year or two ago were inclined 


to regard real most-favored-nation treatment as an obsolescent policy. 
But the complexity introduced in the French tariff served as a con- 
spicuous warning and recent European treaties, like those of pre-war 
days, contain the unconditional most-favored-nation clause. The issue is 
still unsettled, but there seems good reason to expect a continuance of this 
guaranty of uniform duties, with perhaps a less extensive grant of tariff 
concessions by treaty 

What shall be the position of the United States? We have taken a 
commendable, though belated, stand in favor of the unconditional most- 
favored-nation clause—provided that we be allowed to retain our special 
concessions to Cuba and our special privileges in Cuba. Had this de- 
cision been reached ten or fifteen years ago, it would have been far- 
reaching in its effects; for the United States was then the one big obstacle 
to the universal acceptance of the principle. We were short-sighted. 
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We saw that the conditional clause led other nations to extend favors to 
us, but did not obligate us—except, after long court proceedings, in the 
case of newsprint paper—to give anything in return. A policy of take 
all, give nothing, could not be permanent, but our statesmen did not realize 
how soon the bubble would burst. 

Equality of duties to all is a good thing, but more than equality is 
needed. Mr. Snow has pointed out clearly that excessive duties may work 
is real injury to other countries as discriminating duties. France has for 
decades resented the duties imposed by the United States on French silks, 
French porcelain, and French luxuries. She regards them as prohibitive and 
even indirectly discriminating—for her publicists think in terms of specific 
rates and our ad valorem rates work out at more per pound or per yard 
on French goods than on the cheaper competing goods manufactured else- 
where. Because of that real or fancied wrong, France refused to extend 
her whole minimum tariff to the United States in 1910. Threats of our 
maximum tariff induced her to make many concessions, but could not bring 
her to grant full equality. 

The retaliation provided in our present tariff is more flexible, less un- 
wieldy. Is there reason to expect that, if applied, it will be more potent? 
As long as we maintain the rates of duty that France regards as unjust 
and against which she now retaliates by discriminating duties, is she likely 
to remove—or to increase—the discrimination, if we avowedly retaliate 
against her? Where will retaliation lead? What lasting satisfactory 
adjustment of tariff difficulties between nations was ever brought about 
by retaliation or threats or force—short of political conquest? The ob- 
vious remedy is to remove or at least mitigate the old irritant, not to apply 
a new irritant. 


Wituiam F. Norz.—The foreign trade of the United States is so closely 
interwoven with the trade of other countries that many of the problems— 
among them some of the most vital—which confront us at the present time, 
can be fully understood only from the broader point of view of inter- 
national trade relations. Among the fundamental evils which affect our 
own trade at almost every step is the general depression of world trade due 
in large measure to the policy of exhaustion and destruction that has been 
going on for some time in Europe. Moreover, the continual unsettlement 
of the world’s monetary conditions and the consequent instability of cur- 
rencies and exchanges rest like a blight upon commerce and trade the 
world over. A further situation, which adversely affects our trade as well 
as that of other nations, arises out of the growing tendency, observable on 
all sides, of erecting barriers of one kind or another which obstruct the 
channels of international trade and menace amicable relations between na- 
tions. Equally far-reaching are the problems which result from our transi- 
tion from an agricultural to an industrial country. 

It may be questioned whether in the presence of problems of such mo- 
mentous bearing upon our own as well as upon international trade, which 
are pressing for solution, it is not futile to concern oneself with difficulties 
of a more local or technical character, and of comparatively less urgency. 
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And yet a clear tanding and better appreciation of the continuing 
needs of our fort rad is they evidence themselves in problems of 
somewhat less im} highly desirable, as Mr. Snow remarked, if 
our trade is to 1 at all \ gorously. 

While it is tru Mr. Snow states, that there has been very little in 
the way of definit traceable in congressional action with regard to 
foreign trade, yet t! ttle that has been done warrants attention. Con- 
gress has enacted slation in recent years, largely in response to 
requests by bus nd commercial organizations, and with their 
approval. Throu taken as a whole, there runs a singleness of pur- 
pose and a consist thod which cannot but be looked upon as a 
definite policy | fact that such laws as the Export Trade Act 
(Webb-Pomerene | Edge Act, the Merchant Marine Act, the China 
Trade Act, et 1 pl 1 on the statute books is cumulative evi- 
dence of a desir rt of the legislative branch of our government 
to foster and pri reign trade of the United States in a systematic 
manner. 

Moreover, son forementioned laws, together with certain legis- 
lation relating mor irly to domestic commerce, such as the Trans- 
portation Act, indi the gradual crystallization of a further government 
trade policy. We see it in a broadening of our traditional anti-trust policy 
in so far as it a) reign trade In several of the laws mentioned 
above Congress has, wit rtain qualifications, legalized combinations of 
formerly competit for export purposes, and has placed such com- 
binations under rovernment supervision and control created for 
this purpose 

It is another 1 y whether this policy of Congress to promote 
and regulate our | trade has in each instance chosen the right means 
of attaining the d 1, and whether that sort of governmental pro- 
motive aid to our it all desirable from the point of view of 
trade and comm I Mr. Snow takes the position that the absence 
of a really expert | Congress on foreign trade matters and the lack 
of codrdination of « yal work along these lines have given rise to 
some hasty and not well-considered legislation. 

This may hay rt ven rise to the significant innovation in our 
present tariff law, w y the legislative branch of our government cedes 
to the executive v portant functions and duties under the flexible 
tariff clause (se [It has also been suggested elsewhere that this 
tendency to concentrate more and more power and responsibility in the 
hands of the executive department may gradually lead to a more stabilized 
foreign trade policy 

A similar situation confronts other nations. The Reichswirtschaftsrat 
recently created in Germany, which has been given the power to initiate all 
commercial legislation before it can be acted upon by the Reichstag, repre 
sents an effort to sol slong rather novel lines the very problem which we 
have before us in the United States. It will be interesting to observe the 
practical operation of the experiment now being made in that foreign 
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Coming to the material equipment for foreign trade, it is true that our 
banking machinery has been developed rapidly, in part, perhaps, too 
rapidly. The various unsuccessful efforts in the field of foreign branch 
banking seem to show this. Nevertheless, Amercian banking facilities 
abroad still leave much to be desired. For example, the American tourist 
business is served to a large extent by foreign banking interests, and 
foreign tourist concerns absorb a very material share of the profits that flow 
from the ever-increasing number of Americans who travel in foreign coun- 
tries. There appears no good reason why the bulk of this business should 
not be handled by American interests, provided they are willing and able 
to furnish service equal if not superior to those of foreign competitors. 

In connection with the subject of business methods and practices I should 
like to emphasize the importance of establishing and maintaining commer- 
cial good-will in foreign markets. Unfair competition and unfair trade 
practices generally, if allowed to go on unchecked, are likely to cause 
serious injury to the.reputation of our country in foreign trade. The small- 
est claim may result in wide publicity toward the discredit of American con- 
cerns abroad. Such acts as the non-delivery of goods ordered, shipment of 
defective or damaged goods, or articles below sample, short-weight delivery, 
etc., are seized upon by competitors as propaganda against American goods, 
serving as illustrations of the unreliability which they claim for the Ameri 
can exporter, even though an overwhelming majority of such exporters are 
and have been reliable in fulfilling their contracts and orders. 

A further need of our foreign trade equipment, which has been very much 
neglected in the past, is for better training facilities in modern languages. 
We have still much to learn in this respect from other nations. Lack of a 
good practical knowledge of such languages as Spanish and Portuguese, 
German, French, Italian, and Russian, not to mention Japanese and Arabic, 
on the part of American exporters and salesmen who expect to carry on 
trading relations with peoples speaking these languages will prove a serious 
handicap toward establishing and extending business relations outside of our 
own country. 

In conclusion, I wish to emphasize the fact that in endeavoring to work 
out solutions for the various problems surrounding American foreign trade, 
what is needed above all is a better understanding on the part of the Ameri 
can public generally and of business men in particular of the issues involved 
and the facts which underlie them. Enlightened public opinion will, after 
all, form the best basis upon which to establish methods and policies which 
will measure up to American foreign trade ideals and be in accord with 
the public welfare. Who is better qualified to assume leadership in an 
educational movement of this sort, whether it be in the classroom, or the 
public forum, or in the press, than the members of the American Economic 
Association ? 


Grosvenor M. Jones.—Dr. Edwards has covered very satisfactorily the 
general phases of this subject although, because of the short time allotted 
him, his treatment is necessarily brief and suggestive rather than exhaustive. 
The historical data which Dr. Edwards gives on our import and export of 
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ECONOMIC PURPOSES AND LIMITATIONS OF 
CONSOLIDATION 


By Winturor M. Dantes 
Yale University 

The various phases of railroad consolidation are so interrelated 
that it is difficult to divide the field for discussion so as to avoid over- 
lapping boundaries. Without positive knowledge, I assume that Pro- 
fessor Ripley, who speaks on the “Geographical Limitations of Con- 
solidated Systems,” has preémpted the territorial aspects of the 
question. I assume similarly that Mr. County, in discussing the 
“Financial Processes of Consolidation,” has a prior right to outline 
and discuss the nature of the security issues which that process will 
create. Professor Haney, who is scheduled to present the “Advan- 
tages and Disadvantages of Consolidation,” would seem to have a 
roving commission to discuss each and every angle of the problem. 
It follows that the topic assigned to me—the “Economic Purposes and 
Limitations of Consolidation’—must properly be rather restricted in 
scope. I shall, therefore, confine my observations somewhat narrowly 
to an analysis and partial criticism of certain cardinal moments of the 
consolidation policy of the Transportation Act. I shall deal largely 
with a general economic appraisal of the new transportation policy 
of Congress, and my paper will be primarily expository rather than 
controversial. 

In the Transportation Act of 1920 Congress essayed two radi- *~ 
cally distinct tasks. The first was to provide for the impending — 
transfer on March first of that year of the railroads back to thee- 
owning corporations for operation thereafter. Owing to various © 
causes the operating ratio toward the end of federal control was high, 
much higher than it had ever been under corporate operation. So long 
as the railroad corporations were receiving their standard return 
from the government, the fact that operating revenues were running 
but slightly in excess of operating costs was not of particular financial 
moment to the carriers. Had they been required, however, at the & 
beginning of March, 1920, to take over their properties for operation, ” 
with the rate structure and current level of expenses as they then — 
existed, many of them would have been precipitated into bankruptcy. ~ 
The operating ratio in the first two months of 1920 was over 90, 
and the net railway operating income was less than one half of the 
pro-rated fixed charges alone. Manifestly the net operating revenue 
would not have sufficed, in many instances, to meet taxes and fixed 
charges, to say nothing of dividends. As the properties to be turned 
back carried as a heritage—perhaps a necessary heritage—inadequate 
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earning power e solvency, the Transportation Act appro- 

priately provided, section 209, for a six months’ extension of the 

guaranteed stand turl It went further than this. It provided] 
famine orporate indebtedness by the government 

where additions tt ents had been made during federal con- 

trol. It created Section 210 a loan fund of $300,000,000 tos 
afford immediate fina il assistance. It undertook also the reim- 

bursement of def , d during federal control by roads which 

had been released vernment operation prior to July 1, 1918. 

All of these meas vere directed primarily to making financially 

safe the retro-« n of the railroad properties to their owners until 

such time as a 1 t { eture could be created which would allow 

the carriers to sta n their feet. The temporary disabilities of 

the roads were chargeable to the exigencies of government operation 

during the Wa: I y appropriate, therefore, that the liability 

which the War had | should be assumed as a government liability. 

The transfer was s y accomplished, but this part of the legis- 

lative task had to do with the transition period only. 

The second general task attempted by the Transportation Act 
was to lay dow ist to the provisions for a temporary 
exigency—the lit 1 new, far-reaching, and permanent public 
policy affecting interstate common carriers. It was certainly de7 
signed to afford a to certain struggling railroads whose con-l 
tinued service wa itively required by the communities which 
they served. It v nded to create an authoritative public contact¥ 
with railroad em] nd railroad managers through the Railroad’ 
Labor Board. P ips no less comprehensive purpose than a general’ 
invigoration of t tire transportation system was aimed at. But 
more specifically t policy was intimately interwoven with the) 
project of cari olidation. This economic phase of the new? 
policy may be chaz rized negatively as follows: First, it was an 
abandonment of t previous reliance upon the maximum of com- 
petition between carriers and upon maintaining the maximum number 
of independent and competing companies as the guarantors of reason- 
able rates and of adequate service to the public. Second, it was the 
revocation of the former reliance upon speculative or quasi-speculative 
incentives in the security market to provide a large portion of needed 
supplies of new capital for railroad improvement and extension. 


The new public policy may be described positively as covering firstl 
the anticipation of economies and improvements in service to result 
from large-scale production in transportation; and second, the sub} 
stitution of the prospect of a moderate but a supposedly well-assure? 
rate of return upon future railroad investments in place of the pre 
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ro- vious unrestricted opportunity afforded investors of assuming risks 
the and taking their chances of whatever profit or loss might ensue. 
ded 1 These two characteristics of the new public policy serve conveniently 
lent to illustrate the two generic economic purposes of consolidation 
‘on- «mbodied in the Act. They may be called respectively the minor and 

tot the major economic purposes of consolidation. 
im- @ In the voluminous hearings before the House Committee there was 
ich no difference of opinion upon the question of there being realizable 
18. economies from consolidating carriers into a smaller number of oper- 
ally ating entities. There was a sharp difference of opinion, however, as to 
ntil the relative magnitude of such possible savings. It stands to reason #7 
low that there is a considerable amount of competitive waste under the 
| of present regime of many independent competing or connecting carriers. 
ion Economies can be realized in certain overhead expenses or superin 
lity tendence, interline accounting, printing, tariff publication, and the 
ity. like. The purchase of materials and supplies in larger quantities, th 
standardization of many instrumentalities, the maintenance 
pair of cars and locomotives in fewer and larger shops, the mor 
Act economical use of equipment, the more direct routing of freight, th 
ary enlargement and improvement of terminals, the discontinuance of 
blic some unnecessary duplicated service, and the possible utilization of 
deq } yarallel tracks now operated by independent companies, as a doubl 
on-L rack system, if brought under a single control—all illustrate th 
ich possibilities of economy under consolidation. 
actY There is, however, no reliable existing measure of these possible a 
oad’ 4 momies. Experience under federal control does not wholly supply e& 
oral * is lack; first, because the contemplated consolidations would not 
But duplicate conditions existing under federal control; and second, FY 
they cause certain of the economies attainable thereunder, such as joint 
new # use of terminals, can be secured, theoretically at least, under th 
an Transportation Act wholly apart from consolidation. 
ym- Moreover, there are offsetting expenses which might readily be 
ber increased under the regime of consolidation. If the standards of 
on- equipment, maintenance, and operation now customary on small, in- e. 
the ] dependent branch lines are raised to anything like the standards 
hive prevalent on the main trunk lines with which the feeders are con-) 
ded solidated, some increase in expenditure is more than possible. 

In the absence of any even approximate estimate of the economies 
rst under consolidation it becomes at once speculative to guess at the de 
sult gree in which net economies would result. Judge Lovett, in testifying 
ub} before the House Committee, gave as his opinion, that except for larg: 
re?’ city terminals, which he thought the government should take in hand, 
yre-l wholly apart from consolidation, the amount of expense that can be 


saved is not relatively a great item. I am reliably informed that this 
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is Mr. Acworth’ t with reference to the consolidation of 
English railroad economies resulting will not be great 
quantitatively, and y to require a generation for their full 
realization. 

It should bs ered that many of the anticipated benefits} 
from consolidatio t beyond the mere question of the possiblg 
reduction in cost nd charges. A more liberal and progressive 
railroad policy wa ted to result from the release of railroad 
counsels from tl ' ial and reactionary influence of a multi- 
tude of petty execut The simplification of rate policies and ratey 
structures, the f tion of problems of regulation, and the creation 
of harmonizing organs of adjustment between carriers, their employees, 
and the public wi mong the objects sought by the more en- 


lightened advocat Transportation Act. 


The new policy upon the expected economy and improved 


service from units of larger size in the transportation field was most 
signally instanced in t <plicit authorization of the consolidation of 
the four great exp! ompanies into the American Railway Express 
Company. Very simila re the provisions for the consolidation of tele- 
phone properties. ‘Tl ctions of the law which had absolutely forbid- 
den the pooling of freight or the revenues derived therefrom were re- 
laxed. Moreover, cai s affected by orders under the various provi- 
sions of Section V of the amended Act were specifically relieved from 1@ 
operation of the “ant st laws”; and any corporation organized to 
effectuate a consolidation approved and authorized by order under 
this Section was relieved “of all other restraints and prohibitions fad 
law, state or federal,’ in so far as necessary to enable it to do am 
thing “authorized or required” by such orders. In one respect only 
did the new policy fail of being a complete abjuration of the older 
regime. As between the projected consolidated railway systems, com-_ 
petition was to be “} ved as fully as possible, and whenever practi-u 
cable the existing routes and channels of trade and commerce” were t 
to be maintained. This reservation of residual competition between * 
the proposed consolidated systems is one of prime importance. Con- 
gress rejected the suggestion made by various individuals, by Senator 
Lenroot, by Mr. Amster, by Mr. Plumb, and others that it create one, 
huge, all-embracing consolidated system; that it forego what these 
gentlemen regarded as the illusive idea of competition in transporta- 
tion; and that it adopt, without qualification, the principle that trans- 
portation is and should be, in all respects, a regulated monoply. With- 
out stopping to discuss the point, I content myself with expressing 
my individual adhere to the retention of the competitive require- 
ment as between the proposed consolidated systems. The more in- 


timate one’s acquaintance with the transportation industry, the more 
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thoroughly is he imbued with the persistent, pervasive, inescapable 
and dominant role played by competition. It is true that it is not 
universally localized; that it does not manifest itself conspicuously 
as in years gone by in “rate wars.” But to argue that stabilized rates 
in conspicuous instances evidence the non-existence of competition is 
analogous to saying that physical bodies in equilibrium argue the 
absence of the law of gravitation. Even the analogy of large-scale 
production in general industry would support the legislative retention 
of inter-system competition. Where large-scale production has re- 
sulted in reduced costs and thereafter in reduced prices to consumers, 
the persisting competition between large competitors issues in ad- 
vantage to the general public. For similar reasons, a few great rail- 
road corporations are more likely than a country-wide consolidation 
to provoke as between their managements a competitive rivalry in 
devising more enlightened policies and more efficient methods 
of rendering service. An all-embracing consolidated system would 
grow immune to the disturbing quest for betterment; and the health- 
giving search after innovation would suffer what Stevenson calls a 
“fatty degeneration of the moral nature.” 

The hope to realize a reduction in transportation costs and to enjoy 
a consequent reduction in transportation charges was one of the 
purely economic purposes which underlay consolidation. It was not 
the only motive, nor, in my opinion was it even the primary economic 
motive which led to the inclusion of consolidation within the Trans- 
portation Act. Had these prospective savings been the only induce- 
1@nt to relax the anti-trust statutes, it is questionable whether the 
Transportation Act would have authorized and promoted the con- 
solidation project. 

The primary economic purpose of the plan of consolidation was 
what may be called an equalizing purpose. This does not imply that 
the law contemplated the impairment of any previously existing earn- 
ing capacity, but that the distribution or allocation of earnings was 
intended to be more nearly equalized than at present. Consolidation 
was primarily a project to create a few large, well-balanced, per- 
manent and manageable intrumentalities through whose regulation 
an approximate equality of percentage return might be realized on all 
railroad property from virtually uniform levels of charge. Consolida- 
tion is therefore essentially a convenient vehicle for the perpetual 
avoidance of what was regarded as excessive profit to certain existing 
carrier corporations when the general rate-level had to be raised in 
order to accord to the carriers as a whole a fair average rate of return. 
In short, it is an instrument for effectuating—with collateral econ- 
omies—the law’s transportation policy as found in the rule for rate- 
making, plus the rule for the recapture of excess earnings. 
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I shall, however, confine my discussion to a single limitation of th« 
plan. I pass over the question as to the causes for weak and strong 
roads, and the extent to which this difference has arisen from excess 
capitalization and fixed charges on the one hand, and from moderaté 
capitalization and manageable fixed charges on the other. But let 
us assume, for the sake of argument, as justified, the declaratory 
language of Section 15a—that it is impossible to establish umform 
rates that will sustain all carriers without enabling some carriers to 
receive an “income substantially and unreasonably in excess of a 
fair return”; and let us also assume, as justified, the precatory pro 
vision of Section 5 that the several consolidated systems may employ 
uniform rates and earn substantially the same rate of return upon 
the value of their respective properties—this, despite any differences 
in managerial skill with which they are severally operated. The fun 
damental limitation inherent in the existing project of consolidation 
is its failure to provide a wholly efficient substitute for the now dis 
carded reliance on quasi-speculative incentives to provide new money 
for needed future capital requirements. 

I anticipate the rejoinder that this defect, even if found to exist, 
is not specifically a limitation of the consolidation plan, but rather of 
the act as a whole. And it is, of course, true that this limitation or 
defect would still exist if the act contemplated no plan for consolida 
tion whatever. But if consolidation was designed for the funda- 
mental economic purpose of creating a machine to effectuate and per 
petuate the general equality of return, it suffers, along with the 
larger project of which it is a constituent part, from the inherent di 
fect of proposing the creation of consolidated units whose ability to 
obtain the requisite capital for expansion is not sufficiently assured. 
Consolidated systems so circumstanced cannot continuously provide 
adequate transportation for the public any more than a multitude 
of independent lines, some half-starved, and others only partly equipped 
with the credit necessary to attract additional capital. 

It may sound little short of fatuous to speak of prospective in 
adequate service in the light of the unprecedentedly efficient perform- 
ance of the roads collectively during the calendar year now drawing 
to a close. Never before have they handled such a volume of freight. 
Despite this hitherto unequaled record, their unserviceable equipment 
has decreased steadily from month to month, and car shortages have 
been almost unknown and embargoes infrequent. It seems almost 
equally imaginary to talk about consolidated systems confronting a 
dearth of necessary additional capital when the program of additions 
and betterments for the current year is said to have involved an ex- 


penditure of over a billion dollars, and when next year’s program is 


said to be equally extensive. 
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n and year out—it would appear that there is no adequate incentive 
to investors to continue to furnish the new money constantly re- 
juired for the necessary current extension and improvement of the 
transportation machine. There are students of utility capitalization 
who think they detect a tendency to a permanent change in the form of 
the capital obligations of public utilities. The tendency is said to 
be in the direction of augmenting the proportion of the total which 
has something of the guaranteed feature of bonds. One writer’ has 
declared that “eventually all but a minor portion of the invested 
capital of public utilities will be guaranteed by the public against 
loss.” He adds: “There can be no alternative; for to allow only a 
non-speculative return on the investment, the objective of all regu- 
lation and yet not to guarantee that return is for the public to 
attempt to eat its cake and have it too.” I am not prepared as yet 
to subscribe wholly to this dictum. It may be that a subsidence in 
interest rates and further economies in operation together with a con- 
tinued heavy volume of traffic may provide an escape. But either 
effective provision must be made to induce the investing public to fur- 
nish the new capital required by railroads, or the patrons of the 
railroads must content themselves so long as current rates of interest 
hold their present level with the prospect of a machine that threatens 
to become inadequate to carry the nation’s commerce. The only alter- 
native is resort to a regime which will find the requisite new capital 
through the instrumentality of taxation. 


Charles Stillman Morgan in Regulation and the Management of Public Utilities, 
p. 312. 
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The cons Tr insportation Act of 1920, what 
ever t will in any event have produced a 
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The first geographic study is the accumulation p 
of the necessa The beginning of official consolida-V 
tion procedu ition of the Commission’s tentative 
plan of cons statute, was, therefore, the build 
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question ad n procedure was announced at the 
first official } irriers, through counsel, evidently 
expected that 1 be confined merely to criticism of 
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D | purely formal and repetitive, consisting of abstracts drawn from 
reports already regularly included in the material currently filed with ; 
the Commission. Yet many of the exhibits, consisting of maps, charts, 
| and diagrams are novel. Such matters as terminal properties, fuel 
supply, and the like are perhaps for the first time comprehended. 
What- |?) But by all odds transcending in novelty and importance the other 
ced a }) data are the statistics presented upon two points. These are, first, & 
con- | the figures dealing with interchange of traffic between the carri¢ rsat & ; 
study all important junctions; and, sgcondly, those dealing with the density » 
unity of traffic, not as heretofore given merely as an average for an entire 
nt of system, but giving the density by operating divisions. The signifi- 
n up cance of these data will be at onéé appreciated as bearing upon the re 
rehi quirements in the state that “wherever practicable the existing routes 
in a and channels of trade and commerce shall be maintained.” Naturally 
it of enough one cannot maintain an existing route until one knows what 
vy b the existing routes actually are. And by this is meant not merely the 
ward channels as they exist, but the degree of utilization to which they are 
thi subject. To the layman all parts of a railway system and all of the 
ition }? network of lines upon a map of the United States look alike. One is 
as good as another, with the exception, of course, of what are recog 
ition} nized to be the most outstanding main trunks. But when it comes to 
lida-4 the analysis of just how this business flows from point to point; how 
ative it splits and subdivides at junctions; and how important, financially, 
uild each division of each carrier may be to itself; those matters until now 
ficial | have remained largely subject to surmise. 
sin- | As illustrating the significance of density maps a few concrete in- 
‘om stances may be cited. There is a profound difference in earning 
yond | power between the Burlington system and the Chicago & Northwestern. 
the The former seems to be continually bettering itself, while the latter, 
ntly superficially at least, seems to be losing its grip. They have instru 
n of mentalities which appear to be equally adequate and efficient. To be 
; in } sure, the Burlington enjoys practical amalgamation with the two 
my | trunk line connections from St. Paul to the coast—the Great North 
that ern and the Northern Pacific. But the Northwestern, on the other 
fice: hand, is the preferred partner of the Union Pacific. Just what such 
tion preference portends will call for further examination; but with these 
sion exceptions the Burlington and the Northwestern ought apparently to 
asic } be now, as they were for many years, equal competitively and in 
bake earning power. Yet the density maps reveal at once the extraordinary 
his volume of tonnage which the Burlington draws out of southern Ilhi- 
and |  nois—a tonnage far outweighing in volume that on the main stem 
‘ord entering Chicago. There is nothing like this on the Northwestern. 
s is || Further examination shows that this heavy tonnage is coal, and that 


the Burlington is devoting itself to keeping the northwestern territory 
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the Chicago & Northwestern seems to be 


road, primarily interested in the carriagy 
nspection, of course, reveals the advan- 
the ore business to the Northwestern— 
its rival. If you turn, however, to th 
Northern, you discover immediately the im- 
traffic to that road. Without it, and 
carriage of wheat as its main business, 

| appear far less secure than it actually is. 
yn, indicating the specific sources of earn- 
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grievously, and in the long run leads to disaster. But it is where no 
particular choice is indicated by nature, that the election may be made 
by man. Under such circumstances, instead of all comers sharing 
alike, the door is opened wide for barter at every junction. The road 
approaching such a point with a heavy tonnage originating upon its 
own line may stand at the gate and bargain most effectively, not only 
for its share of the volume of traffic of the connecting carriers, but 
also as affecting the division of the through rate which it is to enjoy 
on such interchange. Verily under such circumstances it is far more 
blessed to be able to give than to receive. And the effect of shifting 
alliances and consolidations upon the earning power of the carriers 
may make all the difference between success and failure. The occa- 
sion for the collapse of the ambitious Gould plans for an ocean to 
ocean system was the refusal of the Central Pacific to join in through 
rates west of Salt Lake City. This closed the gate as effectively as 
if no channel existed. ‘Testimony as to the effect of the consolidation 
of the Lake Shore and the New York Central upon competing lines 
between Buffalo and New York is significant. As long as the Lake 
Shore was a free lance west of Buffalo, all carriers entering Buffalo 
from the East got a share of the through business. But the con- 
solidation of the Lake Shore with the New York Central carved out 
a channel so deep that all other rivals for east-bound business, except 
to points located on their own lines, ceased to participate. Who shall 
say which movement was natural and which was artificial? Which 
one, in the eyes of the statute, was the existing route and channel of 
grade and commerce? 

The significance of the distinction just indicated at the present time 
lies in the effect of such changes upon the financial status of the inde- 
pendent properties which find their avenues of interchange more or 
less blocked. This is well illustrated in the application of the Denver 
& Rio Grande-Western reorganization committee for approval of its 
plans. These provided for tying up this predominant railway mile- 
age of Colorado to the Missouri Pacific as its main connection to 
and from the East. The evidence shows that the existing flow of 
tonnage into and out of Colorado local territory is overwhelmingly 
by this line rather than by other possible connections to the East 
by way of the Burlington or the Rock Island. But further exam- 
ination shows that the preponderance of the Missouri Pacific dates 
from its purchase by the Goulds of a substantial amount of stock 
of the old Denver & Rio Grande. Up to that time the preferred 
Colorado connection was over the Burlington to and from a Chicago 
gateway. This new investment therefore shifted the course of traffic 
from Chicago as its outlet to St. Louis as a gateway. No natural 
reason is discoverable. No objection is inherent in the change 
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way of citrous fruits and other desirable tonnage, often in solid train 
loads, than it can hope to receive westbound in return from all seven 
of these connections. Here, again, it is far more blessed to be able 
to give tonnage than to receive it. The result of this situation is 
that the Union Pacific is able to play off one eastern connection 
against another, thereby forcing the proportion of the through rate 
for hauling the car five hundred miles to Chicago far below a fair per- 
centage. ‘Take one example, oranges from Los Angeles to New York 
in carloads. ‘The Chicago & Northwestern hauls that traffic approxi- 
mately one sixth of the distance and receives therefor only 10.7 per 
cent of the through rate. Thus its compensation appears to be about 
one third shy of what is called a mileage prorate; and on top of 
all this it has to meet and bear all of the terminal expenses at the 
Chicago end. This is a thoroughly typical instance. Is it any won- 
der that the Northwestern, which gets the bulk of this business, is 
languishing financially, while the Union Pacific is waxing ever fatter? 
Why does not the Northwestern refuse such an unfair trade? Ob- 
get 
than to lose it to another road, and the others are all hungry enough 
to take it away. Shall it be said that this is the result of the free 


play of economic forces, the unrestricted law of supply and demand? 


viously, because it is better to take the business for what one can 


The answer that it is so constitutes an arraignment of the very free- 
dom under which such situations arise. And it is to deal with them 
in the interest of service at reasonable rates to all comers that both 
the new powers as to division of rates and those concerning con- 
solidation have recently been conferred. 

The bearing of the foregoing instance upon consolidation is self- 
evident, and the more so if the process is to be voluntary and not com- 
pulsory. Suppose, for example, that the Union Pacific were to con 
tinue to prosper by so unfairly battening upon its connections. Is it 
not apparent that as these connections, the Chicago & Northwestern, 
for example, dwindled away financially a wonderful opportunity would 
soon present itself for purchasing control on the bargain counter? 
And this situation as between two large roads may be duplicated at 
any time in the possible relationships between any large company and 
the hundreds of little short lines which still remain independent. 
Verily the problem of the division of through rates and of consoli- 
dation are intertwined one with another. And this is peculiarly 
true if the new alignments are to continue to be voluntary. For un- 
less every division of joint earnings be on an even-handed basis, the 
strong roads will absorb everything about them on their own terms. 
The importance of this consideration as a factor in voluntary con- 
solidation cannot be overstated. 


The title of this paper on the program, however, indicates that it 
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graphical aspects of consolidation. 
It is high time, cue be caught up. One might, of 
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only therefore when the traffic has been aggregated into fairly heavy 
train loads, and when this train load is prepared to make a substantial 
transit down the main line, that the balance shifts from the loss 
to the profit side of the account. But this does not mean, of course, 
that one may separate this business of assembly or delivery, includ- 
ing with the terminals all the light branch lines in the hands of dis- 
tinct corporate or operating units. That this is so at present con- 
stitutes a prime source of our embarrassment. And some way must 
be found by which the losing end of this business may be so tied in 
with the profitable part, as to yield a reasonable net balance of re- 
turn on the whole transaction. And, furthermore, that this reason- 
able balance of net return shall be fairly uniform as between the com- 
peting rival systems. 

We may now deal with the specific types of railroad layout, keep- 
ing in mind always this financial advantage of the long haul gn the 
main stem and the financial disability of the branches and feeders. 
From this point of view what may be called the string type of_rail- 
road has the evident advantage, if it be that the string is suspended 
between important cities or centers of population. Such a type is 
that of the Erig, the Wabash, the new Nickel Plate, the Kansas City 
Southern, or even the Chicago Great Western. And oddly enough 
this type, just now developing rapidly in earning power, includes many 
properties which under former conditions were perennially necessi- 
tous. All of these roads handle through traffic in train loads and are 
not bothered or concerned by the heavy costs of light branch mileage 
and the delays to through tonnage of a succession of stops at junc- 
tion points. Here occurs the heavy train load performance if the 
track be fit to bear it. The advantage of the long haul is enjoyed 
but without the obligation of the service which the countryside in 
general must have of little branches and feeders. Of course, where 
the string type of railroad operates in a sparsely settled territory, 
as on the Sea Board Air Line, or where the road parallels, other mile- 
age having preferred connections to and from beyond, such a string 
carrier may be neglected. Such is the plight, for example, of the 
Minneapolis & St. Louis. But the Alton, although preéminently a 
string type, would seem to be strongly situated were it not for its top 
hamper of indebtedness. 


The second type of railroad geographically is that of the long 
steny with its roots at a_major traffic center and its branches well 
distributed at the farther end. One may call this the tree type. 
The most notable instance is the Sante Fe., When the long thin main 
stem from Kansas into Chicago was built, one heard it criticized as 


devoid of branches and feeders; but now it is apparent that the place 
for the branches is at the extreme end of the stem, say on the Pacific 
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is the Boston & Maine, radiating out of Boston, the Missouri Pacific 
southwest of St. Louis, the Philadelphia & Reading, and notably the 
Chicago and Northwestern. In all these cases there is the maximum 
short haul without the compensating advantage anywhere of the con- 
solidated long haul. That is to say, the consolidated long haul has 
not been considered as of primary importance in developing the sys- 
tem; and such heavy tonnage as exists, as on the Northwestern, for 
example, either moves over very short distances, as in the case of ore, 
or at a very low competitive rate, as in the traffic from Omaha to 
Chicago. @ These fan types, if the fan radiates from the near end, or 
what may be called the base, must either be considered as terminals if 
they are closely compacted, as in the case of the Boston & Maine; 
or else must be consolidated in such a way as to distribute their 
inordinate burden due to terminals and branch lines by being linked 
up with string types giving the long haul. That is the justification 
for tying in the preéminent string type of the Union Pacific—not 
even embarrassed at either end by expensive real estate terminals— 
and the fan type of the Northwestern. Such an amalgamation help- 
fully merges the economic advantages and disabilities of each partici- 
pant. In the same way one would seek to strengthen the fan type 
of the Missouri Pacific by hitching it up to some string road with a 
high earning power based on the long haul, like the Kansas City 
Southern. 

A final type or rather a combination is had where, as in the South- 


ern and the Loyisville & Nashville, one gets a system shaped rather 


like the diagonals of a square, with important traffic centers at the 
four corners. Both of these roads, based respectively on Richmond, 
Florida, ‘New Orleans, and St. Louis are always certain to enjoy long 
hauls down the diagonals, and they can afford, of course, to carry an 
intermediate body of branches and feeders thereby. All through this 
analysis, of course, one assumes also that special traffic—and coal 


-ls peculiarly in this classification—has to be kept in mind as a source 


of revenue, and the likelihood of as nearly a balance in direction as 
may be must be kept in mind. It is the thought that in apportion- 
ing finally the load of the six hundred odd independent short lines 
in the country they should not only be allocated so far as possible 
according to the wishes of their owners, but that there should be kept 
in mind the creation of systems which shall be from the point of view 
of geography as well suited as may be to carry the burden of the 
short line out of the profit which may be made on the long haul. 

The foregoing analysis of the geographic structure of individual 
systems, it will be observed, takes no account whatever of mere size, 
that is to say, of geographic reach; and it is important to fix in one’s 
mind that mileage is of far less importance than the volume of business 
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of access which they have formerly enjoyed? Or shall the Boston & 
Maine by amalgamation with the New York Central close its doors 
to the rest of the world? ‘Terminals to be effective must obviously be 
administered with absolute impartiality as between all participants. 
This brings us, however, to an entirely distinct phase of the question, 
which, as yet, has received no official consideration—the question of 
the status of terminals in any general consolidation plan. A funda- 
mental assumption in my thinking upon this subject has been that 
any problem of consolidation rightly conceived must be carried out 
in the light of a definite policy respecting such terminals. The exist- 
ing railroads differ very widely in this matter. Some are strong at 
the ends and weak in the middle. Others possess an advantageous 
location in the open, but their situation is precarious, dependent upon 
leases perhaps, in the great cities. But, whatever the cause, a practi- 
cally universal demand of shippers is that they shall enjoy practically 
open terminals at both ends of the line. To put together railway 
mileage on the map without regard to the free and untrammeled utili- 
zation of such terminals would be altogether futile. This is not the 
place to propose a definite policy such as, for example, a joint owner- 
ship and operation by all carriers, as at St. Louis, or merely an in- 
terchange trackage, leaving the freight houses, team tracks, and the 
like to be individually owned and operated. The New York situation 
today affords a peculiar illustration of the need of the clear-cut 
thinking in the adoption of a general policy. Without such a compre- 
hensive policy as to terminal ownership or operation, all other con- 
solidation is bound to be ineffective. 

In conclusion, one must weigh the advantages of a bold plan for 
the country at large, based upon the broadest considerations of states- 
manship, as against a narrow opportunism which proceeds timidly 
bit by bit, following out the easiest path. Otherwise stated, are the 
plans to be propounded to be the effect of the existing situation, or 
are the existing relationships to be forced to accommodate themselves 
to a comprehensive plan? The requirements of the law, of course, are 
that existing arrangements are to be respected as far as may be. 
But this surely should not be regarded as a mandate, that the im- 
mediate convenience of the present owners should stand in the way of 
the general good. If the occupant is to fit the bed rather than that 
the bed be built to fit the occupant, there is bound to be a considerable 
readjustment in the course of time. The very flexibility of the existing 
law, which permits a revision of the plans which are now being drafted, 
should be an encouragement to go forward courageously, adhering 
to the ideal. Without pursuing such a courageous course, there is 
grave danger that even the first general plan will be a hodge podge, 
devoid of general orderliness and system. But a far graver danger 
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RAILROAD CONSOLIDATION—DISCUSSION 


Water M. W. Sptawn.—Professor Daniels by his careful analysis has 
shown that consolidation of the railroads of the country into a limited num 
ber of systems would be of doubtful benefit. In the first place, his paper 
suggests that the economies which could be realized through consolidation 
would be relatively small. In fact, the larger items in the expense accounts 
of railroads would hardly be affected by consolidation, except, perhaps, 
to add to rather than to diminish such expenses. Over one half the cost 
of maintenance and operation is a direct labor cost. Wages would cer 
tainly not be reduced by grouping, but rather they would be materially 
increased on many of the weaker lines. Grouping would have no effect 
upon market prices of the materials and supplies that roads have to pur 
thase. Combination might remove the item of rentals from the books, 
but that would merely be a change in accounting. ‘Taxes constitute a very 
appreciable percentage of railway expenses, and could not be lowered 
through consolidation. Subtract these great items of wages, cost of ma 
terials and supplies, rentals, and taxes from the total expenditures of the 
carriers and a relatively small margin is left from which to realize possible 
economies. 

Professor Daniels suggests that there apparently has been no study 
made of expenses of maintenance or of operation which might be in 
creased under consolidation. But it is apparent that where a small line 
or a line that is weak financially is absorbed by a great system the stand- 
ards of service of the system will in some measure be extended to the lines 
that had been compelled to exercise the most rigid economies. 

Professor Dewing in his studies has shown how the anticipated earnings 
that have been supposed to result from consolidation have differed from the 
actual earnings after consolidation had been effected. What he has found 
to be true in manufacturing, we may well believe will be true in trans- 
portation. Undoubtedly the law of diminishing returns operates in the 
field of transportation. 

Sir W. M. Aeworth, in the July issue of the Harvard Business Review, 
gave as his opinion that in the United States our great systems are 
already so large that they have probably secured all the economies which 
are due to large-scale production. He further says combination in itself 
can only save negligible sums. In an earlier article he gave it as his 
»pinion that no appreciable economies would be realized from the grouping 
of the carriers in England. Certainly the economies of consolidation are 
not going to be sufficient to fulfill the hopes of President Coolidge that 
rates on farm products may be reduced after consolidation is accom- 
plished. It is important to correct the impression that consolidation will 
bring appreciable economies. 

Professor Daniels next speaks of the primary economic purpose of the 
‘consolidation plan in the Transportation Act of 1920 as a leveling pur 
pose. He says that consolidation was intended as a convenient vehicle 
for a perpetual avoidance of what is regarded as excess profits to certain 
existing carrier corporations after the rate level was raised. Consoli- 
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dation may k rs of the prosperous carriers, much as 
hes heen dom tances where roads have over-expanded. 
The Northern | hands of receivers largely by its non 
profitable bran The Atchison through over-expansion from 
1884 to 1888 lisaster. ‘The Reading’s failure in 1893 
was believed t rdens of its leases of the Central of New 
Jersey and the [he New Haven System furnishes a strik- 
ing example of lidation 

It is altoget same results may be had by consoli 
dating an undu nes with prosperous roads as would 
come from thi terals and feeders by such roads. That 
is to say, if o in and does bring about wholesale con- 
solidation of tl y systems it may wreck some of the 
most prosperou he country through an ill-advised expan 
sion and throu; nd burden of unprofitable auxiliaries 
laterals, and “‘la ive many examples of disaster resulting 
from over-expal nd in transportation as well. There is 
real danger that may be brought about with a vengeance, 
and so affect tl rriers and the financial structure of the 
entire country a nent and far reaching harm. 

Not much ha the limitations of consoligation due to 
the difficulties t. We have been disposed to assume! 
that consolidati whereas a consideration of the record’ 
made in the ré ( rings held by the Interstate Commerce 
Commission rey tion under the present statute may not 
be very probab west of the Mississippi River is either 
skeptical of or op) n for consolidation. The carriers them- 
selves have said irings to reveal that it will be well 
nigh impossible ecept voluntarily any plan of group- 
ing. Compulsor flers.many risks. Some hope, and among 
them as freat at Senator Cummins, that during a period of 
five to seven yé¢ would voluntarily go far enough that 
not much would ernment to accomplish through coercion, 
but that is a ec the most sanguine optimism. It is quite likely 
that the only wa nt could bring about consolidation would 
be to adopt som that suggested by Secretary Hoover—con- 
demn them, buy t t and then dispose of them. The process 
of condemnation ' termining through court procedure the 
value of all the country. That would require many years and 
in the meantime | have to be operated, and improvements 
and betterments government would become so entangled 
financially that never rid itself of the carriers. Those ] 
who believe in g nt ow! hip, it would appear, might accomplish 
their purpose, if bout compulsory consolidation. 

Another limita resent plans for consolidation is that it 
seems to force ibout more gradually. We have had 
consolidation fr t t present Pennsylvania System repre- 


sents a gradual ¢ nty-five years. It now serves thirteen 
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1 as ‘states and exchanges freight with one hundred and fifty-seven railroads 
ded at seven hundred and fifty different exchange points. What is now the 
non Pennsylvania System was originally about six hundred different corpora 
rom tions. These have been reduced to seventy companies, constituting the 
893 present Pennsylvania Railroad System. During the past thirty years one 
New hundred and twenty-seven companies have been eliminated by the Pennsyl 
rik- ‘ania chiefly through consolidation or absorption. A similar story can 
be told of the New York Central, of the Santa Fe, of the Southern Pacific, 
soli and of other great systems. Through voluntary and progressive con 
vuld solidation we will in time accomplish all that can be accomplished through 
‘hat grouping. Roads desiring to combine could be required to apply for a 
con certificate of public convenience and necessity. 
the Professor Daniels has done well to point out that the carriers must be 
yan permitted to earn enough to attract the necessary capital; that they may not 
ries do that if they are so restricted that they will be able to realize the lawful 
ting return only in the best years. Railroads, like other businesses are subject 
€ is to periods of prosperity, of boom, of crisis, of depression, and of recovery. 
nce, Transportation companies pass through the same cycles as do other 
the businesses. It is impossible so to adjust freight rates as to give the car 
riers of the country an even rate one year with another. No plan of @ 
to} grouping the roads will accomplish the ideal of bringing an even rate of 
ume return year after year. There will be some lean years and some fat v 
‘ord! years. That is to say, the element of speculation cannot be entirely re 
erce moved from transportation. So long as we invite owners of capital to 
not assume risks, we will have to be willing for them to make a reasonable 
ther return. If the Transportation Act, as Professor Daniels says, “had as 
em a policy the virtual abandonment of speculation or quasi-speculation to 
well supply a large portion of needed supplies of new capital,’ it is an effort 
yup- to remove the incentives to speculate without any prospect of avoiding 
ong the risks which cause speculation. 
| of 
that I. Leo SHarrMan.—The Transportation Act of 1920 has been char- y 
ion, acterized as a “radically constructive’ measure. If this characterization” 
cely is sound (and I believe that it is), its basis must be found in the new 


yuld spirit with which the problem of the railroads is approached in this 
‘on- legislation. 


PeSs The traditional system of regulation had been negative in purpose and 
the g restrictive in method; it had been directed primarily to the elimination 
and and prevention of specific abuses. The railroads of the country were re- 
nts garded, for the most part, as an unrelated group of independent corpora- 


rled tions, each rightfully pursuing its own individual interests, and the prin- 
ied ciples and machinery of public control were largely concerned, either 
lish directly or indirectly, with curbing discriminatory practices or checking 
e excessive charges. Aside from the groping, and by no means unmixed 
t it} P*@beneficence of the early period of public aid, no conscious effort was 
had ofmade by government authority to mould private enterprise in the rail- 
yre- toad industry so as to develop an adequate transportation system capable 
een of progressive adaptation to national transportation needs. No attempt Y 


68 


was made to } 
plants and fa 
the roads agai 
and ineffectiv: 
portation serv 
undertakings w 
specifically prol 
under the ant 
the very foundat 
portation syst 
visaged, partic 
revenues. Whil 
stitutional guara 
so adjusted, elt 
capital for the 
regulative meth 
lative and frequ 
As a result of 
incapable of re 


burden of the 


of plant and equ 


embargoes beca 
dustrial develo} 
merce restricted 
upon the roads 
to be glaringly 
to be imperative 
mental agencies 
effort as the stat 
corporations per 
able; but they 
nary situation. 
federal control 
mated. The det 


shortcomings the 


railroad administ 


opinion that it a 
of war conditior 
of its success in 
bodiment of the 


When the task 


ture for the per 


the checkered out 


tion, reinforced 


led to wide-spread 


directed toward 
The Transportat 
The new financia 


tu r threatened interruption. Codéperative” 


unification of the railroad properties under 


prin iple. 


Economic Association 

for the flexible utilization of railroad» 
o safeguard the financial structure of # 
and flagrant manipulation were feeble » 
was established to protect the trans 


4 


he pooling of traffic or of revenue way 
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The task of rate regulation was en- 
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the re habilitation of railroad credit. Exclusive federal_regulation of se 
curity issues and explicit recognition of federal supre ing 
provide. je the foundations for the more rate policy enunciated 1 by the 
Act. This policy is the better calculated to maintain railroad credit, not 
only because it affirmatively directs the Commission in prescribing rates 


to provide for the carriers a _fair_return on the value of their properties, 
but because it it expressly _specifie s that the Commission, in determining what 
constitutes a_fair return, shall give “due consideration, among other 
things, to the transportation needs of the country and the necessity (under 
honest, efficient, and economical management of existing transportation 
facilities) of enlarging such facilities in order to provide the people of 
the United States with adequate transportation.” A positive public re- 
sponsibility is thus assumed, both toward the carriers and the transporta- 
tion service. Provision is made for the partial recapture of excess earn- 
ings, in order that this rate policy may be applied to both strong and 
weak roads without imposing an undue burden upon the public. In addi- 
tion, there are numerous provisions looking directly to the improvement 
of railroad service, through better utilizatio ation of éxisting plant and equip- 
ment. An attempt is is made for the first time to establish administrative 
— 
regulation of _labor relationships as a means of safeguarding the con- 
tinuity “of the services And the coéperative principle in railroad trans- 
portation, involving the subordination of individual interests to general 
needs, is given wide recognition. The legal restrictions upon pooling ar- 
rangements and corporate combinations are rélaxed.— The scenall ak one 
carrier by another, through lease or stock owne rship, is specifically legal- 
ized. The Commission is vested with authority to regulate extensions and 
abandonments, to establish rules and regulations with regard to “car ser- 
vice,’ to order the joint use of terminal properties, and to require the 
acquisition of safe and adequate facilities. It is clothed with extraordi- 
nary emergency powers to prescribe the common use of facilities, irre- 
spective of ownership, to establish priorities in the movement of traffic, 
and to direct the routing of goods and the distribution of shipments. The 
ultimate emphasis of all these provisions is upon the positive task of 
improving transportation service. 

The consolidation provisions appear to have been motivated by a like 
objective. Both the historical background of the Transportation Act and 
the essential character of its actual stipulations seem to indicate that the 
major economic purpose of the consolidation plan_was_to establish_a per- 


manent structure for improved service. All other purposes may be deemed 
subordinate and incidental; and the economic validity of the consolida- 


tion plan cannot be impeached through the alleged shortcomings of these 
more specific objectives. It is unquestionably true that financial econo- 
mies were contemplated; and such economies—the main sources of which 
have already been suggested—are likely to be realized, despite the fact 
that they cannot be measured with accuracy and that their extent is sub- 
ject to controversy. But these economies constitute but one category of 
the advantages likely to flow from the creation of a more rationally 
coérdinated transportation system. The probable extent of their realiza- 
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quirements of the statute, competition between the new systems is to be 
preserved and the existing channels of trade are to be maintained. Logi- 
cally, this retention of competition appears to be a limitation upon the con- 
solidation plan. But facts are more potent than logic. Public hostility 
to complete unification is easily understood. Faith in competitive rivalry 
is too deeply rooted to be eradicated altogether; and distrust of all-em- 
bracing monopoly is too pervasive to be accepted in its place. Both the 
faith in the one and the distrust of the other appear to be justified within 
the limits of the consolidation plan. With public control of minimum as 
well as maximum charges, competition in rates is alien to present regula- 
tive policy and is necessarily excluded under the consolidation plan. But 
the persistence of competition in service—which has been aptly de- 
scribed as “railroad statesmanship’’—is essential to the maintenance of the 
principle of progress and is wisely contemplated under the consolidation 
provisions. Probably the chief limitation of the arises 
from the fact that the law stops short of making it compulsory. The very 
conflicts of interest which constitute the practical difficulties of the plan 
are likely to make its voluntary consummation impossible. Since its pres- 
ent “voluntary stage” is serving to clarify the issues, the provisions of 
law as they stand are doubtless accomplishing a useful purpose. But 
ultimately, I am inclined to believe, the method of compulsory consoli- 
dation will become inevitable. 

In conclusion, a word must be said with regard to the character of the 
financial policy embraced in the rule of rate-making and the recapture 
clause. While it does not constitute a limitation of the consolidation plan 
as such, the strictures made upon it, in and of itself, are deserving of 
consideration. It is contended that it does not provide ‘“‘a wholly efficient 
substitute for the now discarded reliance on quasi-speculative incen- 
tives to provide new money for needed future capital requirements.” There 
seems to be an implication here that the old rate policy was efficient for 
this purpose. A speculative element now partially removed was present 
in the old policy only in the sense that carriers were entitled to all the 
income which they received. In fact, however, railroad rates were strictly 
and often restrictively regulated, and this speculative incentive was in- 
sufficient to maintain railroad credit. Under_the present policy there is 
much greater assurance of a fair rate of return, and speculative inducement 
is not altogether removed. Only one half of the earnings in excess of the 
specified rate of return are subject to recapture by the government. The 
normal rate of return should be sufficient to attract capital investment; 
and the corporate half of the excess earnings should provide sufficient in- 
centive for efficiency in management. The stronger roads encounter little 
difficulty in obtaining necessary capital, in spite of the recapture clause; 
and the credit position of the weaker roads is measurably improved by the 
rule of rate-making. The adoption of the consolidation plan would still 
further facilitate the operation of this rate policy. During the current 
fiscal year the railroads of the country have been financing a billion dol- 
lar improvement program without embarrassment. While the roads are 
contesting the constitutionality of the recapture clause, they are apparently 
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to CONSOLIDATION OF RAILROADS INTO SYSTEMS 

end : 

wala A Review oF SoME OF THE FINANCIAL CONSIDERATIONS AND PROCESSES 
Tuat ConsouipaTion UNpER THE TRANsPORTATION AcT IMPOSES 
ads By A. J. Country 

The 

arly Pennsylvania Railroad System 

~ The Association has had the advantage of two papers by eminent 
= economists dealing with the economic processes and limitations of con- 
all solidation, and also with the geographical limitations of consolidation. 
Lae, I am requested to present some of the financial processes involved in 


the system consolidations proposed by the Transportation Act. Note 
clearly at the outset that in considering railroad consolidation I 
must keep within the requirements of the Transportation Act. I can- 
not, in the light of past experience, assume that an adequate return 
on the railroad investment sufficient to give them ample credit is 
immediate; or that acceptable valuations have been fixed and agreed 
upon for the railroad systems; or that the earning basis is such that 
railroad consolidations can be carried out on a commercial basis, 
which has little relation to a fixed valuation based chiefly on physical 
conditions. Neither can I assume that consolidation, for the purpose 
of improving railroad credit and giving better service, is one that 
can be carried out by compulsion, because the only campulsory 
method of which I know is government condemnation and purchase, 
and the proper use of that power is regulated by the courts. Con- 
solidation on a commercial basis, with an assured earning power, is 
a rather simple matter compared with that required by the Trans- 
portation Act which, under existing conditions, means the reorgani- 
zation of practically every railroad system in the country. My pre- 
sentation falls under three general heads: (1) Consolidation re- 
quirements of the Transportation Act, and what they involve from 
a financial standpoint, (2) Practical grouping and consolidation as 
accomplished in Great Britain; and (3) Some essentials requisite 
to undertake nation-wide consolidation in the United States. Pro- 
fessor Huxley, when confronted by the limitations of medical and 
scientific education said emphatically, “After all, it is a question of 
finance.” So it is with railroad consolidation. 


Consolidation Requirements of the Transportation Act 


To strengthen the situation, the Transportation Act in substance 
required railroads to be consolidated into systems according to a 
plan to be adopted by the Interstate Commerce Commission, and the ~~ 
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to Consolidation 


May I point ol cles which prevent me from satisfac- 
torily outlining ocesses for effecting consolidations? 
The Transporta loes_not indicate whether the system cor- 
porations to be 1 are to be st state corporations, or inter-state 
corparations, t itions of every state through which the 
system lines wil whether they are to be federal corpora- 
tions or stat federally licensed. Another obstacle is 
that while this A gned to encourage consolidations, the 
authority granted certain pur- 
chase, etc., pr lation or absorption of such railroads 
in such a manner a nate the acquired corporation. v 

Such consolidat f the larger companies cannot be negotiated, or 
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1 if that credit, based on known earning 
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clesy theory of the Act promised regeneration of the transportation system, 
iredy but the practical experience under the Act indicates that notwith- 
kere standing a record traffic has been moved since its passage, and with 
ub- great efficiency and economy, the railroads in the groups designated 
re- under this law have not yet reached sound credit under the prevailing 
ads rates, costs, taxes, and meager net results. We always expect too 
rise, much from legislation. Economic results must be hammered out in the 
sion workshops and markets of the world. 
tion 
ion. Additional Capital Required to Cheapen Transportation 
— The hope of future transportation expansion and, what is equally 
uch important, cheaper transportation, cannot be achieved except through © 
ae the enjoyment of sound credit that will enable the well-established #” 
s, I railroads to sell their common stock at par. Railroads must first 
raise new capital and spend the money to save money to the public 
through improved transportation service. Large improvements to 
fe cheapen that service await the restoration of railroad credit. 
the Instead of having credit suitable to sell stocks at par, in the first 
‘on nine months of the notable year 1923, when traffic was at high records, 
ang the annual return on the tentative value of the investment as fixed by 
- the Interstate Commerce Commission was equal to about 5.2 per cent. 
a A transportation system must not only have ability to deal with the 
Hon present traffic, but provide in advance for more traffic, for in a 
growing country like ours, restriction in tracks, equipment and 
oes facilities will force the abandonment of much mileage, and prevent 
cheaper transportation service. Additional capital must be raised 
systematically on reasonable terms. The recent reports of the United 
States Chamber of Commerce show that an average of at least 
fac- $787,000,000 per annum, in addition to the capital issues required to 
ns? take care of maturities, must be provided, or the curtailment of their 
-or- service and the impoverishment of their efficiency must follow. A 
fate BP much larger sum is requisite so as to include the elimination of grade 
the crossings, the installation of train control, and other safety devices. 
yra- Therefore, it is manifest at every stage of the railroad question that 
> is the earning of an edequate return on the property provided for public 
the use, and the preservation of railroad credit, so as to enable them, 
yur- in competition with other branches of industry, to procure new 
adsl capital in the investment market through the sale of stock as well as 
bonds, are essential, or system consolidation cannot proceed. If we 
, or fail in these essentials, we fail to meet the requirements demanded 
ing from a national transportation service. 
tion 
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trolled and affiliated lines, their road and track mileage, their property 
investment, net railway operating income, etc., and, what is more 
essential, the return earned on their property investment as stated on 
their books for 1922, and the best approximation I can make for eight 
months of 1923. The framework of twenty-two large systems exists 
and the arbitrary carving out of new consolidated systems seems un- 
necessary, and will lead to delays. 

However, property investment returns in 1923 equal to 6 per cent 
per annum were earned only on five of these systems in the first eight 
months, and on none of them in the year 1922, so that the proper 
financial basis for consolidation does not generally exist. 


Exchange of Securities 


The Federal Act with which we are dealing contemplated new sys- 
tem corporations with the reissue of their entire twenty and one-half 
billion dollars of stocks and bonds, ‘but no excess over the value of the 
consolidated property, as ‘determined by the Interstate Commerce Com- 
mission, Will be allowed. ‘The Act does not permit the value to be ascer- 
tained by the Commission until il_the 4 application for consolid: ation has 
beeg filed. No application for consolidation could be filed without 
valuation and specifying capitalization, and without the consent of the 
carriers involved followed by the necessary public hearings. Even then 
it is of no practical use unless the plan shows how the capital of the 
new system can be sustained by earning power. 

Having an agreed valuation and recapitalization basis, and having 
obtained the consent of the present stock and bondholders, the next 
question would be the issue of new capital. 


Taxation 


Then we are faced by the question of taxation, state and federal, 
and that is a burden huge enough to stop the proposed nation-wide 
system of consolidation, which means the wiping out of existing com- 
panies and the formation of new system groups. The new consoli- 


’ 
dated system company, if subject to state laws, must be prepared to, 


pay the fees required by the states in connection with its formation 
and the authorization of bonds or stocks to be issued in exchange for 
the outstanding stocks and bonds of the existing constituent com- 
‘panies. Just take two of these provisions and apply them to the 
Pennsylvania Railroad System, if consolidated into one system cor- 
poration, valued at say $2,500,000,000, which would be capitalized 
in $1,250,000,000 stock and $1,250,000,000 bonds. There is a fed- 
eral tax on the original issues of securities of fifty cents for each 
one thousand dollars par value, which would be equal to $1,250,000. 
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under which the Government would acquire the roads, although some 
holders might be willing to dispose of their holdings to the Govern- 
ment under a fixed guaranty of interest or dividends. The various 
British railway companies first purchased their subsidiary, or branch 
line companies, and these companies will pass out of existence. This 
left twenty-seven principal railway companies, which exchanged their 


securities for securities of the amalgamated system companies, of which 


they now constitute a part. Thus, they amalgamated one hundred™ 


twenty companies into the four system companies, but all were located 
in territories not more than 600 miles long and by about 200 miles wide, 
and with respective mileages of approximately 2,200 miles, 3,800 miles, 
6,500 miles and 7,500 miles. Outside of the four systems ninety- 
three unimportant enterprises, such as jointly owned railroads, light 
railways, narrow gauge lines, electric urban and suburban railroads, 
were left for future action. 


They had to deal with only 20,000 miles as against 250,000 miles“ 


laws of forty-eight states as well as the federal government, nor had 


in the United States, and in addition they did not have the varying 


they the numerous open and closed mortgage liens and mortgage 
priorities to deal with. Their freight rates are double the average 
ton-mile rates of the United States, even after deducting from the 
British rates the cost of collection or delivery of the traffic. Their 
average freight carload is five and one-half tons compared with over 
twenty-seven tons in the United States. The British Government made 
a generous settlement for the War period which placed the roads in 
sound physical and financial condition, and loaned capital to the rail- 
road companies at moderate rates of interest to give them a start on 
a normal basis. They are allowed by the consolidation law to fix 
rates—subject to review by the governmental tribunals—that will 
continue the net railway operating income of the pre-war year 1913, 
plus interest on the new capital expended since that time. Taxes in 
connection with the issue, conversion, or exchange of securities to con- 
stitute the new group companies, were remitted. Proper legislation 
was enacted to make the securities of the four group companies legal 
investments. Under such reasonable provisions for effecting consolida- 
tion, the consolidations were quickly agreed upon, so that there was 
little negotiating or forcing left for the consolidation tribunal to do. 


What a Pennsylvania Railroad System Consolidation Involves 


To get a closer range on what we have to meet, let me try to illus- 
trate some of the consolidation processes and consideration from the 
standpoint of dealing with the Pennsylvania Railroad System, a sys- 
tem recognized by Professor Ripley and the Commission as being one 
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relations, their liens, priorities, and guarantees, and their claims upon 


sents 


the net railway operating income have to be maintained. For the 
N rep smaller leased and subsidiary companies some exchange basis in cash, 


fore- 


stocks or bonds must be determined, and they should be purchased, but 


don for the larger companies and the parent company itself, federal in- 
pital p corporation or license to amplify state powers must be considered. 
ding. Some of the stocks and bonds of the leased or affiliated companies 
spor have little earning value, and yet in the main they all represent ex- 
eased penditures actually made. Indeed, some of them represent cases where 
ncial expenditures for road and equipment were made considerably in excess 
ad of the outstanding issues, and yet their earning power is deficient. 
y &x- The situation is somewhat simplified by the fact that of a total @ 
Paw outstanding aggregate issue of $2,305,128,000 par value of stocks and *~ 
yeen 


bonds—including those of the Norfolk,and Western Railway Com- 
Size pany—$598,000,000 at par, principally in capital stocks, is already 


Fron} f owned intercorporately, chiefly by the parent company, but if all 
n the of their various issues of stocks are canceled and wiped out, unless it 
into #) can be done by exchanging them for stock of the consolidated system 
, ~ company, it will leave the system company in the position of having a 
ative, 


heavy debt burden and a comparatively small issue of stock. 
g the A further question is this—the book value of the property investment 


world of the system, including the Norfolk and Western Railway, is much in 
ation excess of the total par value of the stocks and bonds outstanding. Any 
nal reasonable valuation of property and of improvements and land pur- 
yalty, chases made over a period of seventy-seven years must consider the value 
= by which the operation of the railroad and terminals, as well as the conse- 
W 4. | quent growth of population and industry, has largely been instrumental 
vanly in bringing about in the various cities and states. So considered, it is 
8, OV) ) clear that the said book value must be largely exceeded, and therefore 
vadeenal should be represented in any conservative recapitalization. 

orate } 

state | General Considerations Underlying Consolidation 

CoE You can see that short of government condemnation or a guaranty,’ 
ed by the whole question of attempting to reform the credit of the railroad . 
oints, companies through enforced or arbitrary consolidation, based on ‘ 
n the +} valuation and recapitalization, is a long and impossible performance, ; 
tates. unless the government will actually, and as a minimum, enforce the * 
ation requirement of the Transportation Act as to a fair return, to first { 
uding |) gssure the systems of a fair margin of credit. Then the future * 
stern financing of twenty systems requiring $1,000,000,000 of capital 
> off @nnually is another serious question. What a mass of laws we enact 
es al’ 9 and suggestions we write, and political and business detriments we 
218,- 
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) 

fair essential. To form the credit basis for such consolidations, you will be 
raily allowed the net railway operating income for the calendar year 1916 
rious which was the pre-war year, and the last normal year prior to 1923. 
f the In 1916 the operating steam roads, excluding switching and terminal 
state companies, earned net railway operating income of $1,058,506,000, 
ave- } equal to a return of 5.93 per cent on the investment. Therefore, the 
» but net railway operating income for that year made by each company or 
the system, plus a further amount equal to the average annual cost of the 
ZENS. additional capital provided since 1916 for additions and betterments 
and to the property, is the basis to be used for the consolidation plan. 
vest- This will work out about 6 per cent for the railroad investment as -— 


pital 2 whole. Rates must be adjusted and maintained so as to produce 


elvod that result as a minimum in every year, and as in England you may 
citi- earn better than the fixed rate of return, as a “back-log” against lean 
vest, years. 

ates. That determination, in substance, relieved the English railroads 
atry- from the costly and controversial features of valuation and arbitrary 
3S or recapitalization, and enabled the owners to agree quickly on a basis to 
and surrender and exchange their holdings for those of the new consolidated 
tical companies, and it would be helpful in the United States. Congress 
dard and the states should also relieve the railroads from the heavy stamp 
‘ball. taxes and other legal barriers to facilitate and cheapen consolidation, 
very and likewise their securities should, by their allowed earnings, be made 
-imes proper legal investment for trustees, savings banks, etc. Suitable 
ollar } provision should be made for the regulation of rates and wages, and 
ibled suitable tribunals established to perfect the various consolidation 
‘pect schemes, and provision made for the necessary publicity and hearings. 
| the In the case of England the corporations so formed corresponded to 
ored federally incorporated railroads with full rights to do business in the 
stab- «tates, and here the existing railroads should be granted broad 


} federal powers to enable them promptly to consolidate, and also to 
purchase their leased or subsidiary roads. 

However, assuming that we are either unable, or unwilling, to face 
such direct methods in the United States, what is essential to encour- 


lish age promptly, if not to accomplish railroad consolidation? 

In- 

= Essentials for Railroad Consolidation 

cost | 1. The immediate restoration and stabilization of the credit foun-@~ 
bout} dation of the railroads through a proper readjustment of the rate 
tab# structure so as to produce, as a minimum, an average return of 6 ~ 


ae cent per annum on the fair railroad valuation. If valuation and 
iS $ 4 earning power are to be the props on which consolidation is to be 
yund effected, then justice to the railroad owners demands that a period of 
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8. On the shippers’ side much could be done to facilitate loading, a 
unloading, and the use of equipment, the same as would have to be 
done if store-door delivery and collection were in effect, and they also 
could help in dealing with rate and service questions to improve rail- 
road service and credit. 

9. The codperation of the states and the state commission should » 
be enlisted or otherwise they will be barriers to making progress.“ 
Indeed under any system of nation-wide regulation, under a govern- 
ment such as ours, the state laws and commissions must play a large 
part in codperating to make these transportation systems efficient and 
self-sustaining. 

In conclusion, let me repeat that the proven ability of the nation to vc 
concede a fair return on the railroad investment, and the reéstab- — 
lishment of their sound credit, accompanied by a fair valuation, will 
do more to hasten consolidation than any more laws on the subject. *~ 
I think that even with fair credit a five-year period would be very 
busily occupied in reducing the sixteen hundred separate companies 
down to the one hundred eight-six Class I carriers. Consolidation will 
be costly, and must be a growth that will not disturb values and effi- 
ciency, and not a forced process. It is a process that must be carried 
out with the codperation of the whole nation. 
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EX 
YEAR ENDED De 


Mileage Operated 


Per Cent Per Cent 
Na Road of U.S. *All Tracks of U.S 

United State 235,081.44 379,254.14 
Pennsylvania—N 13,852.32 5.89 31,669 . 54 8.35 


New York Centra 11,744.41 5.00 27,104 . 36 7.15 


Baltimore & Ohi 5,258 .62 2.24 10,403 .29 2.74 


Delaware, Lacka 94 . 32 0.42 2,639 .22 0.70 
Lehigh Valley 1,334.78 0.57 3,502 .07 0.92 


Erie 2,491.11 1.06 6,100.45 1.61 


New Haven—B« 5,590.12 2.38 11,404.66 3.01 


Reading—Centra 2,058 .40 0.88 5,369 .56 1.42 
Atlantic Coast | le. 12,153.87 5.17 17,370.22 4.58 
Chesapeake & O . 4,594.10 1.95 7,868 .30 2.07 
Illinois Central 8,084.80 3.44 12,648 .88 3.34 
Southern 9,513.13 4.05 14,538.79 3 23 


Atchison, Topeka 11,700.88 1.98 17,601.04 4.64 


Chicago & Northw 10,153.01 4.32 15,856.58 4.18 
Chicago, Milwauk 11,029.86 4.69 16,099 .44 4.25 
Chicago, Rock Is 8.485 .03 3.61 11,493.51 3.03 
Great Northern 

Chicago, Burling 26,654 .97 11:33 39,024.96 10.29 
St. Louis —San Fr 5,130.54 2.18 6,967 .97 1.84 


Southern Pacific 11,621.76 4.94 16,838 .59 4.44 
Union Pacific 9,426.67 4.01 14,166.18 3.74 
Missouri Pacific. 9,214.52 3.92 12,520.67 3.30 


Missouri, Kansas & 3,737 .46 1.59 5,229 .82 1.38 


Total of 22 Sys 184,824.68 78.62 306,418.10 80.79 


*December 31, 192 te available. 


tReturn on Proper: uding Material and Supplies) all Railroads of 
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EX HIBIT | 
Dr CEMBER 31, 1922. 
Annual 
Property Investment Per Cent 
including Material Net Railway Annual Return on 
and Supplies) Operating Income Per Cent Property 
ent Per Cent Per Cent Property Jan. to 
U.S Total of U.S. Total of U.S Investment Aug., 1923 
$20,743,316,709 $765,559,848 3.69 t4.52 
35 2,458,825,900 11.85 98456970 12.86 4.00 4.43. 
15 1,718,437,887 8.28 91,875,289 12.00 5.35 8.37 
».74 749,701,766 3.61 23,184,664 3.03 3.09 6.17 
).70 260,598,899 1.26 6,669,022 0.87 2.56 5.04 
).99 244,020,153 1.18 590,084 0.08 0.24 1.45 
1.61 525,840,972 2.33 124,077 0.02 0.02 3.18 
01 931,928,080 4.49 25,996,004 3.40 2.79 1.79 
4 531,007,256 2.56 18,118,022 2.36 3.41 7.16 
|. 58 713,526,577 3.44 37,496,610 4.90 5.26 6.07 
».07 539,543,936 2.60 25,029,242 3.27 4.64 6.46 
}. 34 588,648,382 2.84 31,144,822 4.06 5.29 4.80 
83 720,245,589 3.47 27,210,201 3.78 5.42 
854,510,383 4.12 40,003,402 5.23 4.68 4.82 
18 557,120,827 2.69 20,848,976 2.72 3.74 2.69 
25 711,005,038 3.43 13,284,245 1.74 1.87 2.10 
416,341,755 2.01 14,642,714 1.91 2.65 
1,793,947,711 8.65 66,863,164 3.73 2.65 
84 398,291,672 1.92 15,248,527 1.99 3.83 4.57 
44 1,171,629,187 $ .€5 16,293,869 6.05 3.95 3.96 
74 784,516,269 3.78 33,496,318 4.38 4.27 3.57 
30. §29,872,852 11,876,507 2.24 1.91 
38 : 281,781,697 1.36 10,395,020 1.36 3.69 2.94 
).79 $17,481,342,788 84.27 $658,847 ,749 86.06 3.77 4.42 
of United States—Jan. 1 to Oct. 31, 1923—4.75% 


ADVANTAGI D DISADVANTAGES OF RAILWAY 
CONSOLIDATION 


Lewis H. Hanry 


York University 


Introduction—) 1 Presumption in Favor of Consolidation 

We are in sé f generalizing too hastily in discussing 
this subject. 7] that it is impossible to discuss railway 
consolidation as or uniform thing. There are many 
kinds of consol it is advantageous and what is not de- 
pends upon cir There are no general advantages or dis- 
advantages of 1 lation. 

Thus there a mnsolidations of parallel lines and end to end con- 
solidations ; the: lidations which overlap two or more rate 
territories whil ntirely within a single territory; some 
give access to nev f traffic, others do not. Some consolida- 
tions result in nits so large as to make it doubtful if 
management can | t, while others are clearly more workable. 
Consolidations also degree to which they affect compe- 
tition or distur! rate relationships. 

A moment’s t irthermore, shows that the advantages ory 
disadvantages nsolidation in general are mostly hypoy 
thetical and intangi! \fter considerable study, I fail to find a singld 
clear advantage of scheme for consolidating all the railways 
of the country h limited number as nineteen or twenty * 
great systems. yailing idea seems to be that reducing the 
number of syste some way, not specified, simplify ilw, y 
reg ion. Und t would reduce the number 
ugits and decreas nber of tariffs issued. It would possibly 
reduce somewhat t nber f general officers, etc. The advantages 
of such simplicity, r, are probably more than counterbalanced 
by the difficulty « ng the administration and supervision of the 
railways’ genera r larger areas; and government regula- 
tion would in som: ts be made more difficult by being forced to 
deal with varying traffic and operating problems through the 
medium of larg: tems. Spreading a large blanket over a 
diverse area does 1 the diversity ; it merely covers it up. 

It is worth w ling ourselves, too, that after all there are 
at present only about ty-nine operating railway systems in the 
United States. The Britis iilways are divided into four systems, 
but the United Stat ver thirty-three times as large as England 
and Scotland a1 ige of railways is about thirteen times as 


great. 
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) Advantages and Disadvantages of Railway Consolidation 89 
Because one cannot generalize about the advantages of consolidation 
and because the alleged advantages are so largely hypothetical the 
logical thing to do is to consider the particular purposes for the prob- 
lem now before us and to inquire if the schemes of consolidation which 
f have been proposed are calculated to attain those purposes. In other 
” words, let us consider advantages and disadvantages with reference to 
ing the so-called “plan” of consolidation. 
"AY As nearly as I can gather, the fundamental purpose is to facilitate 
ay rate regulation and that by the means of eliminating the so-called 
de- weak roads. Thus the elimination of the weak roads becomes the im- €~ 
lis- mediate purpose. 
Weak Roads 
ate If this is a true statement of the purpose, it seems to me that we 
me have not gone about attaining our object in a logical way. Indeed, 
da- I am of the opinion that we have taken the injunction of the act to 
if “go to” and make a “plan” for a limited number of systems without 
ble. due regard to the purpose. We have assumed too readily that we know 
pe- what is meant by a limited number of systems and that by sitting down 
with a map and putting railways together in more or less symmetrical 
ow groups we are doing something which has virtue in itself. 
poy Proceeding on the basis of an analysis of the purpose, and accept- 
glq ing for the moment the assumption that the elimination of weak lines 
ays’ } by consolidation with strong ones is fundamental, the following 
aty “ would seem to be the logical procedure: 
the (1) Determine exactly what roads are weak. ~ 
HY _ I find a strange lack of evidence on this point. It seems that 
ag it would be helpful as a first step to.have a generally recognized list 
bly of weak lines. This would not be so easy as might appear. Just 
ges} now some of the strong ones are showing weakness, while the weak 
ced | are gaining. We may well remember that the New Haven was once a 
the symbol of strength. Is the Chicago and Northwestern becoming a 
la- a weak road? 
to 
the (2) Determine exactly why each one of the weak roads is weak. ~~ 
‘a 8 The causes_of alleged weakness are_1 ‘xrqus. In not a few cases, 
the so-called weakness is entirely a matter of capitalization. In other 
_ cases the weakness is undoubtedly due to the management. In others 
the the trouble lies in the location of the road, as this affects its operating 
ns, expenses or its traffic. In still others, the weakness may be found to 
sal lie, not in finance or management or location, but in the level of rates 
os itself; nothing would entirely relieve the situation but the raising of 


rates. 
(3) Having analyzed the grounds of weakness in each case, the next 
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if any consolidation would remove the * 
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in some cases weak roads might be # 
olidations, in other cases no feasible © 
situation. Certainly, mere size has © 
Some large roads are weak and some + 
ikness of a road is due to its steep 
difficult to see how mere consolidation 
both weak because of the sparseness of 
in which they both operate, how can 
stro.zer? Both in the Northwest 
t ty ore neral we akness. The Chicago 
igo Milwaukee and St. Paul show 
similar to the Katy and the Missouri 
to overbuilding and to low rates. 
ther to abandon a line or two, or 
ik sisters together will do no good. 
want railway service, can anyone tell 
it? And if they cannot afford to 
» be made strong? 
two points in this connection. 
id management does not require con- 


lidation might or might not improve 
ains that what is needed is only an 
ht be gained by reorganization with- 
Detroit, Toledo and Ironton Rail- 
consolidation in order to remove it 
Second, weakness in financial structureY 
Consolidation could but” 


it reorganization might better be com- 


in danger of assuming that steps 


nnection with a scheme of consolida- 
nsolidation itself. I wonder if we are 

is a sort of solvent which will throw 
i| structure of our railways into a state 


yn for requiring a general reorganization 
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rements for eliminating weakness mY 
not remedy. Such a determination Y 
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railways, true mercy may sometimes lie in putting the sufferers out 
of their agony. One of our most prominent railway executives has 
estimated that as much as thirty thousand miles of railway are un- 
economic and should be abandoned. While I am not prepared to 
argue that the case is so bad as that, I am sure that an appreciable 
increase in strength could be gained by pruning the railway net at 
points. (One might start by comparing the courses of the Soo 
Line and Great Northern in North Dakota.) 

In some_cases what the railways need is not consolidation but break- 
ing up. In not a few instances, privately arranged consolidations — 
have, in the past, proved ill-advised, and upon dismemberment the 
parts of the consolidation have shown greater prosperity. This ap- 
pears to have been true with the Chicago and Eastern Illinois which 
was benefitted by the breaking up of its affiliation with the Frisco. 
Probably what the Erie needs first is breaking up—into a perfectly 
good coal road in the East and an extra track for the Pennsylvania 
in the West. 

One_source of weakness is found in the situation in which two _com- 
peting carriers are ‘placed on unequal terms because one of them is 
part of a connecting system. Two roads east of Buffalo may be com- 
peting for traffic between that city and New York, but if one is part of 
a system which extends west of Buffalo it naturally receives the bulk 
of the traffic originating on its western line. You may say that the 
remedy lies in consolidating the other eastern line with some western 
road, but what will you do if no corresponding western road is avail- 
able? May the remedy not be found in breaking up the system which 
extends both east and west of Buffalo, thus placing the lines east on 
an equal basis in competition for interchange traffic? 

Other cases of weakness lie in lack of access to original sources of 
traffic (as distinct from interchange points) and lack of access to 
terminals at strategic points. One great factor in railway strategy 
lies in access to coal fields. This is the reason given for the control 
by the Pennsylvania of the Norfolk and Western. I submit that in 
not a few cases it will be found that the best way to give such access 
is to segregate the coal branches and to leave them free to serve on 
equal terms all carriers with which they may connect. 

In the same way, the problem of terminals will neyerhe-s ex- 
cept by separation of terminal properties and the establishment of 
the system of open terminals. If a desirable road is weak because 
of lack of suitable terminals, give it access on fair terms. As already 


suggested, cases will be found in which the sound reorganization policy 
would make a weak road strong without any consolidation whatsoever. 

It is important to keep in mind that our purpose after all is not to 
eliminate weak roads, but to eliminate weakness. If more thought 
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were given to f weakness and less to finding a victim 
for the Erie, w wisely. I firmly believe that there is 
vital need that ] . careful and detailed analysis of the 
causes of wea dividual case before we proceed further 
with the so-ca nsolidation. If we were to give as much 
study to the have given to the plight of the wheat 
farmers we mig way toward accomplishing something. 

When, and n , ave ascertained the cause of weak- 
ness of each w e determined the best way to remedy 
that weakness, be in a position to construct a consolida- 
tion scheme w] ogical connection with the great pur- 


pose at which 
I have sugg n some cases the logical way to remedy 
There is much the matter with our 
ilty arising from the existence of weak 


weakness may 


rate regulation 


lines. Eliminat es will not go very far after all towardV 
improving our ‘ec. The fundamental weakness, in my” 
judgment, lies f a sound principle of rate-making and in 
the insidious 1 political considerations. Too often it 
seems that the ] ( merce Commission forgets that trans- 
portation is a | requires to be run on a business basis as 
much as do fa t s. The tendency seems to be growing 
to make the 1 gency for furnishing relief to suffering 
farmers or lum How can we expect to get rid of weak roads 
if we are to tra | of the carriers for the benefit of other 
weak industries 

Under this | », should be mentioned the situation 
under the long clause. The sooner the Commission 
recognizes that d for in the case of the transcontinental 
roads and prot ny others, the sooner will one source 


of weakness be 


Competition 

The preserva petition is an important part of the con-/ 
solidation prog V\ t is perhaps most frequently regarded 
as a mere nega ting provision, I think that in reality it 
may bg regard the great purposes of the plan. It should 
be so. A wis tic plan of consolidation might be made the 
means of prest petition as can exist in railway trans- 
portation, thus best results under the regime of private 
ownership and By eliminating the sources of weakness 
and giving gr ty of opportunity we would be increasing 
the power of tl ; to compete. 
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— a successful program as is the procedure which I have outlined in 
aa discussing the problem of the weak road. i | 
the (1) The first step should be to analyze competition—to inquire eo 
—_ what kinds of competition can exist normally among railways. Rail- 
ooh ways are only partially natural monopolies. In reality there is a large 
ial amount of competition in the railway business. It is true that there 
ing can be little direct competition in rates among railways serving 
valle, common points. One of the most notable developments shown in the 
~~ Transportation Act of 1920 is the recognition of this fact as seen in 
el the encouragement of consolidation and the permission of pooling. 
oma In seeking to preserve competition, therefore, the consolidation plan «— 
call is both inconsistent and economically unsound in that it considers we 
idle direct competition in rates between parallel roads. . — 

Y But there is real effective competition between rival markets or 
mt rival producing centers, which competition affects the carriers which 
et serve such markets or centers. There is also competition in service 
al which indirectly affects rates. Finally, there is competition between 
li the railways and waterways and highways. It is these kinds of com- 
, i. petition which should be safeguarded and preserved. 
| (2) The second step in a logical procedure designed to attain the 
aah purpose of the Act with reference te competition, therefore, is to 
Sh determine exactly at what points in the transportation field the de-~~ 
rang sirable kinds of competition exist. 'To mention but a single case, it _ 
as would be found that a long-continued and healthful competition has 
* existed between points in Central Freight Association Territory, such 
wee as Chicago, and points in Trunk Line Association Territory, such as 
: New York, fer the markets of the Southeast, such as Atlanta. Every 
— one knows of the rivalry among the various ports for export and im- 
nee port trade, a rivalry which has grown in extent with the development 
~ of the South. Many of the chief reservoirs of the heaviest items of 
_ 2 railway tonnage are competitive, as is the case with lumber and grain. 

As far as I know, no study has been made to determine exactly what 
kinds of competition in railway service are economically desirable and 
exactly how consolidation would affect such competition. Obviously, 

eri however, such competition touches in an important way the matter 


of initiative in management and is of vital concern if we are to secure 


y it } the full benefits of private ownership and operation. Consolidation, 
buld | by increasing size and decreasing number, may reduce responsiveness 
a to local requirements and dull the force of initiative. This is what 
vl many shippers fear. 

vate (3) The third step, after having determined what kinds of com- 
jie petition are desirable, and where they should be encouraged, would be 


to determine how consolidation can foster them and where consolida- ©” 


rs tion might destroy them. Judging by what I can learn of the pro- 
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I find no evidence that serious attention has been given to the 
desirability of separating the Boston and Albany from the New York 
Central and providing for it some western connection which would give 
New England trunk line service independent of New York connections. 
(If the Wabash can be incontinently divided up, I fail to see why 
there is anything impossible in lopping off a few miles from the great 
New York Central system.) 

These steps would not only in the long run benefit New England, 
but would benefit the entire country by maintaining free competition 
among the ports. 

I will only mention as one other case the situation in the Southwest. 
Kansas City and St. Louis are rival centers, both as origins and 
destinations for traffic between the Gulf and the North. If market 
competition is to be preserved they should be served by independent 
lines to the South and consequently there is much to be said against 
some of the proposals for consolidation, such as that which would 
put the Kansas City Southern together with the Missouri Pacific. 
The point is that Kansas City and St. Louis should have separate 
lines running to the Gulf ports, lines which would have an undivided 
interest in the individual development of each gateway. 

In general, it would seem that in the interest of preserving market 
competition it would be well to attempt to give each main competi- 
tive center of basic originating traffic and each important distri- 

utive gateway at least one independent line and preferably two or 

re. This does not mean that in addition there might not well be 
alowed other systems which might serve both competitive points. 

Closely connected with the idea of market competition is the ques- 
tion of the relative advantages on the one hand of the proposed long 
end-to-end consolidations, such as those between Chicago and New 
York or between Chicago and Galveston, and, on the other hand, of 
allowing the continued existence of a number of unconsolidated lines 
reaching halfway from these terminal cities and connecting at inter- 
mediate points to make joint through routes. It is proposed to 
consolidate various roads east of Buffalo with various roads west of 
that point to make new trunk lines between North Atlantic Ports and 
Chicago. It is also proposed to consolidate several roads lying be- 
tween Chicago and St. Louis and the Gulf to make through Chicago- 
Gulf systems. I am very doubtful about the wisdom of this general 
plan, as it seems to me that through routing with a choice of several 
connecting lines at some intermediate point may be preferable. To 
consolidate lines between Chicago and New York or between Chicago 
and the Gulf would cause the consolidated system to haul the traffic 
originating at one end of its line through to the other end without any 
real alternative of utilizing other routes at the intermediate point. 
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minals of the Seaboard Air Line and Atlantic Coast Line and Wash 
ington. A score of other illustrations might be given, including such 
roads as the Delaware and Hudson, the Philadelphia and Reading, 
the Denver and Rio Grande, etc. These are generally short lines. 

I submit that when a railway has clearly taken on the nature of a 
bridge the only logical way to treat it is to keep it open to all its 
connections. If you give the bridge to one of its connections it is 
highly improbable that the others will be able to secure equally good 
connections. 

It may be desirable to encourage equal opportunity by providing 
for joint ownership of the bridge line by all the connecting lines, but 
it seems that it is overworking the idea of a limited number of sys- 
tems to give bridge lines to any one of the connecting lines. Th 
resulting systems may seem more symmetrical on the map, but, 
whether judged from the point of view of strength or of competitive 
power, the result would in many cases be inequality. Symmetry with 
out equality is of no avail, and symmetry at the expense of com 
petition is harmful. 

In my opinion any plan of consolidation which does not take into 
consideration the terminal problem is bound to be unsatisfactory. As 
railways are consolidated their terminals at strategical points should 
be thrown open for joint use, thus equalizing the opportunities of the 
consolidated groups and insuring the most effective utilization of 
terminal properties in the public interest. Consolidation may 
actually aggravate the problem such as exists at New York, Norfolk, 
and other points. For example, I believe that to give the Baltimore 
and Ohio solely the terminal facilities of the Central of New Jersey 
would be to the detriment both of a considerable number of railways 
which serve the port of New York and of the port itself. The wisest 
solution in the long run would be to put the operation of the whole 
terminal plant in the hands of an organization controlled by all the 
railways in common—possibly with some participation by represen- 

ives of the public. 

Danger of Rigidity 

Ine of the greatest dangers in the consolidation plan lies in its 
rigidity. In the western half of the country, at least, the railway 
map is not yet made. The channels of trade are not established. 
There will certainly be great changes in the future. It therefore 
seems unwise in the extreme to determine upon any limited number 
of systems in the western section at this time. 

One point in the proposed plans that has impressed me is the 
absence of an independent north and south system west of the Missis 
sippi River. In the Southeast the general dircction of traffic is 
north and south and the Illinois Central constitutes an important 
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(4) It should be clearly recognized that there are inconsistent#~ 


same 


1 bh elements in the bases proposed by Congress for consolidation and ® 
ouri , there should be a logical and courageous facing of the problem. The 
the Commission is directed to preserve existing channels of commerce as 
‘ity, far as possible, but we know that it is just those channels which may 
the be the source of weakness or of the absence of competition. ‘The same 
may be said of the injunction not to disturb corporate organization. 
Sys- On the pogitiee side, I would draw the following conclusions: 
“Tt (1) A wise consolidation policy must recognize the different stages « 
the in the development of our railway net and traffic in different parts/ 
‘and of the country. A large part of the country is not ready for a con- 
enat solidation program. The most that should be done is to make an 
_— intensive study of the trend of traffic, just as one would do in city 
urg. planning, to determine the tendencies and the apparently advanta- 
bien geous development and then guide voluntary consolidation. 
nent (2) The bases for sound consolidation le in the fundamental e— 
—_ factors which make for profitable railway operation, namely, effi-¥ 
a cient management, advantageous routes, and access to adequate sources 
ore of originating and interchange traffic. These three things should be 
roe considered with reference to each consolidation proposed and unless 
ee the essentials can better be provided by consolidation the roads should 
tate be left alone. 
te (3) Open bridge and terminal lines are often desirable and con-~ 
rent solidation should recognize this by leaving such lines, no matter how “ 
niles short, in an independent position,—at least, when they are profitable. 
(4) To facilitate rate regulation, a plan for consolidation must “ 
varefully consider the different rate structures} existing in various 
rate adjustment territories. By maintaining smaller rate territories 
¥en it is possible to provide by local rate adjustments for lines which 
sli are and will long be fundamentally weak. 
Sine (5) To preserve competition, consolidation must pay chief at- 
“ tention to commercial or market rivalries/among cities and producing” 
. areas and to this end important centers should be served by some 
r carriers which are independent of competing centers. 
; The upshot of my examination of the question before us is that 
| compulsory consolidation is undesirable and highly dangerous. There 
— is no general advantage in consolidation as such. Indeed, in some 
“wh cases breaking up systems would be conducive to strength and the 
preservation of competition. Symmetry, size, and rigidity are the 
BA bane of the consolidation craze. By all means, let us have a plan for 
- the future growth of the nation’s transportation, but let us be far- 
ae. sighted, let us be practical. Let us have ideals—perhaps those 
ine sketched by Professor Ripley—but let us not shoot too soon. 
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giving to any one of them an excessive return upon the value of the 
property rendering the service.” 

Inasmuch as the consolidation contemplated in the Transportation Act 
was intended primarily to be a process of transfusion, through which the 
weaker roads were to be vitalized with the blood of the stronger, it is 
clear that before any final plan of consolidation can be intelligently for 
mulated under the law, it is necessary that the answer be given to Pro 
fessor Haney’s question, “Which roads are weak?’ It is just as necessary, 
too, to answer the question, “Which roads are strong?” We must even 
go farther and answer the question, “How strong are the strong roads, and 
how weak are the weak ones?” Until these questions are answered it is 
impossible to make adequate preparation for the transfusion operation. 

The test of strength is_the ratio of net earnings to property value, 
A ratio exceeding 6 per cent indicates strength, less than that, weakness. 
But ‘before the ratio can be calculated, valuation “must be completed. 
It might be said, also, that the problem of determining what net earnings 
to use in the calculation of the ratio presents some difficulty, but the chief 
problem is that of valuation. 


My chief criticism of the Commission’s tentative plan, therefore, is that 
while Congress “emphasized the financial aspect of consolidation and gave 
only secondary consideration to the preservation of competition and the 


maintenance of ¢ existing trade routes, the Commission’s plan deals primarily 


with the maintenance of competition and existing trade routes, and largely 
neglects what Congress obviously considered the most important feature 
of the law. I was interested to note in Professor Daniels’ paper this 
morning that he also believed that Congress laid chief emphasis upon the 
financial aspects of consolidation. 

It is not my intention to raise for discussion the problem of valuation. 
I merely want to point out that in the rate-making section of the Trans 
portation Act and in the section dealing with consolidation, valuation is 
the central factor. If valuation is the most vital element of our new 
railway law, it is manifestly improper to disregard it. 

It might be said in defense of the act of devising a plan of consolida- 
tion in advance of the completion of valuation, that the law contemplates 
such a procedure in the section dealing with voluntary consolidations 
under the Commission’s general plan. But even here it is stipulated that 
valuation must be completed before consolidation is actually accomplished. 
It is difficult to see how the Commission can give its approval to any 
single proposed voluntary consolidation, unless it is sure that it will bear 
such relation to other consolidations as the law intends it should bear. 
That is, the work of valuation must be completed in connection with all 
proposed consolidations before the Commission can lawfully determine the 
validity of any single scheme of voluntary consolidation. When you touch 
a rate problem or a problem of consolidation under the present law you 
immediately discover that a settlement of the valuation question is a pre- 
requisite to its solution. 

Personally, I am not in sympathy with a program of consolidation such 
as that provided for in the Transportation Act, the primary purpose of 
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which is merely balance sheets by a more or less helter-skelter 
combination of st weak roads. But if we are to proceed with 
consolidation u1 e should at least abide by the terms of the 
statute. Neither nclined to any symmetrical general consoli- 
dation plan, wh ting channels of commerce and preserves 
competition. ree may change. Some railway compe- 
tition should b e should not only not be preserved, but 
should be resolut In general, I should say that at present 
our railroad sé rably affected by the strong competition of 
rival carriers f that it is seriously handicapped by the 
strong and exc mpetition at our larger terminals. The 
test which I she 1 to any scheme of consolidation is the test 
of probable r¢ su i of improved public service. Under such 
a test I believe t rst movement in a program of consolidation 

would be, the pre €O) gani ation of railway termina) facilities ‘Along 
the lines suggested ssor Ffiney. With regard to consolidation 
outside terminal haps the best way to deal with the problem 
would be to r te restrictions, abandon the thought of 
general consolidat n, and deal with individual schemes on 
their merits, apy st indicated, namely, probable results in the 
way of better } 

L. C. Sorre i ig Professor Haney’s paper, I desire first 
to indicate subst went with the major portion of his argu- 
ment. By recur: ndamental purpose of consolidation, by 
examination of met ht of the purpose, and finally by insistence 


upon a more com} possibility and desirability of certain 
forms of railroad n, he has unquestionably performed a useful 


critic function. 
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So far as I am nt has been either that, or the expected 
economies result lation. And the anticipated economies 
have not received ttentio1 The former Director General Walker 
D. Hines, in the / ness Review for July, 1923, has dealt some- 
what with this pha the problem. After stating that not many econo- 
mies will be real liminating executive officers and staffs, he 
continues: “The 1 mies which will come from _ consolidation 
will be far mor n scope and significance. The elimination of 
switching, the standard n of materials, the concentration of purchases, 
the sending of t shorter routes, the elimination of interline ac- 
counting, the great ty to utilize shops and equipment on all parts of 
the system to the 1 xtent, all constitute real and important elements 
of economy. Per! »f the most important matters from the stand- 
point of economy and improved service will be the fact that freight cars 
of the system will | it home’ on all parts of it so they can be put at 
the public servi i t limitation, and so when in need of repair 
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to the home line, with possible necessity for various minor repairs away 
from home to be later discarded or duplicated on home line.” This is a 
specific enumeration, and it would seem that operating officials could give 
a quantitative evaluation of such gains from consolidation. Until such 
procedure is followed out, this branch of the argument for consolidation 
must remain hypothetical. 

It is rather striking that of all the witnesses who expressed themselves 
in favor of permitting consolidation before the House and Senate hearings 
on the Return of Roads to Private Ownership, very few assigned reasons 
therefor. Considerable discussion took place as to whether consolidation 
should be compulsory or permissive, regional, or otherwise, as to the 
number of systems, federal incorporation, and the like; but the underlying 
reasons for the policy were seldom expressed. Commissioner Clark seemed 
to favor consolidation on the ground that it would facilitate regulation. 
Director General Hines probably gave the clearest expression to this idea 
when he declared: “No plan can be permanently successful which leaves 
railroad operations with a large number of different railroad corporations, 
some strong and some weak. So long as this condition continues it will 
result that on any given basis of rates and wages some railroads will 
prosper to a great degree and others will fail. Any level of rates which 
will provide enough revenue to sustain the weak roads will give the 
strong roads more than the public is willing for them to have. Whatever 
level of rates is adopted, the public will be at a disadvantage either through 
impaired service on the poor roads or through being charged more than is 
necessary on the strong roads. The contrast between the weak and the 
strong roads will lead to continual discontent and dispute as to what basis 
of rates is correct and will largely tend to defeat any scheme of regula- 
tion, no matter how reasonable in itself.” And it is not without some 
significance that witnesses spoke at one time of the weak and strong roads, 
at another of the small lines, and that the feeders were regarded as weak 
lines, as well as those which are financially weak. 

So far then as expressions of opinion before passage of the Transporta- 
tion Act of 1920 indicate the underlying purpose of consolidation, Pro- 
fessor Haney is probably warranted in assuming that the main purpose 
is to facilitate rate regulation by eliminating the weaker road from the 
problem. And it likewise seems logical to enumerate the weak roads, 
determine why they are weak, and then inquire whether consolidation 
would solve the problem. This criticism, I conceive, is directed not only 
against the original procedure in framing the amendment to Section 5 
of the Act, but also against the procedure of the Interstate Commerce 
Commission thereunder. It is only fair to Professor Ripley and the 
Commission to point out, that they do in fact recognize various causes of 
weakness among the weak roads, and that consolidation alone will not be 
efficacious in all cases. It still remains a question beyond the scope of 
this discussion, whether the procedure suggested by Professor Haney 
would result in any substantially different alignment of roads in systems, 
than that suggested by the Commission’s tentative plan. 

The second section of Professor Haney’s paper deals with the subject 
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consolidation on a general scale will go through. As to the propriety of 
this assumption I entertain certain serious doubts. 

With many of the suggestions made by Mr. County I feel sure we are 
all in agreement. Every possible assistance should be accorded the rail- 
roads in their endeavor to accommodate themselves to a changed system 
of regulation. The government should rid the Transportation Act of 

any ambiguities as to corporate powers, should make federal incorporation 
possible, should seek to obtain the codperation of the states in the exemp 

COO} 


tion of the railroads from taxation incident to consolidation, and might 


itself properly bear the incidental expenses of consolidation. These are, 
I believe, all matters of minor importance. sari 

Mr. County’s further suggestion that the existing twenty-two large 
systems be used as a basis for consolidating the smaller properties is also, 
I take it, aimed at economy and simplicity. If so, we may grant it our 
approval upon condition that the advantage so to be gained shall not be 
permitted to interfere with an orderly and well-developed realignment of 
our railway net. 

By this last criterion we must also grant only partial approval to the 
suggestion that consolidation be left in part to leases, trackage rights, 
and the coéperative use of equipment and other facilities. It would in- 
deed be a mistake to look upon any of the eighteen or twenty systems now 
under general contemplation as immutable in make-up. I do not think that 
many people are making this mistake. After experimentation, many re 
arrangements may be necessary. But it seems far better to outline our 
entire scheme of consolidation at the present time and to work toward 
complete unification as our goal than to permit a loose physical consolida 
tion without the accompanying corporate organization. 

The last point in Mr. County’s paper on which I wish to touch relates 
to the financial basis upon which consolidation is to take place. This is 
indeed the crux of the whole problem. In the discussions before the Inter- 
state Commerce Commission, in the excellent and extensive Ripley report 
itself, little thought has been given as to how the owners of the properties, 
now being bandied about much as the parts of a puzzle, are to be appeased. 
That all the owners—the stockholders—must be appeased no one can 
deny, and yet we may properly wonder if their appeasement will not 
cost us many of the advantages of consolidation. As in England, the 
earning powers of the respective properties will form the basis on which 
they are taken in. But whether earning power is to be judged on the 
basis of the 1916 showing or on that of some other year or period of years 
is a matter which must, I fear, be left solely to the determination of the 
stockholders of the individual roads. We shall hear much in the next 
few years of “real value,” “long-run earning power,” and the like. Thus 
the stockholders of one road already have placed a “true value” of $100 
a share on their holdings of common stock, although in the last four years 
the high on this stock was 40 in 1920 and the low 13.25 in 1921. An 
expert determination of real earning power should decide questions of this 
kind in order that no unnecessary sacrifices of value may take place and 
that the resulting capitalization may reflect the permanent earning power 
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does not exercise the control he is supposed to; and, under our new sys- 
tem of regulation, the guarantee, of which mention has just been made, 
will be nearly as applicable to the stock as to the bonds and could be 
made entirely so by a careful statement of public policy in this respect, 
if this latter be necessary. It would seem, therefore, that consideration 
might be given to the possibility of substituting for stock, bonds carrying 
the quasi-guarantee of the government, a guarantee, in other words, that all 
that is possible will be done to assure the regular, “‘recurrent’’ payment 
of the contractual return. Two of the speakers this morning referred, in 
speaking of this matter, to the unlikelihood of success of such a plan be- 
cause of the alternation of fat and lean years in railway earnings. This 
objection is not a fundamental one. The similar problem in the case of 
street railways has been successfully solved by the use of a so-called 
“stabilizing fund’’ or “barometer,” as in Montreal, Cleveland, Boston, 
Cincinnati, and elsewhere. Such a fund, accumulated in good years, could 
be drawn upon in poor years. Any interest received while the fund is 
idle could accrue to the public treasury or be used in some way benefi- 
cial to the railway users who have paid for it. Further, new funds for 
extensions, additions, and betterments could be contracted for at the cur- 
rent market rates, long-term financing occurring in periods of rising money 
rates and short-term financing in periods of falling money rates. Fur- 
ther, citation of percentage returns from 1921 to date is not entirely 
proper in view of the more or less unsettled character of the valuation on 
which such earnings are computed. 

The change here suggested would effect_a large saving in carrying 

charges and would eliminate _a wholly gratuitous granting of_a larger 
return than necessary to the stockholder, who would bear no appreciable 
risk and contribute nothing to the superior efficiency of certain properties. 


If there is still left some measure of competition, is this really a compe- 
tition of stockholders? There should be a reward for superior management, - 
but this should go to management where it belongs, and not to those about 
whom the ‘fiction of risk-bearing and therefore the propriety of giving the 
“residual share” still clings. But this whole suggestion is perhaps, in the 
case of railroads, slightly in advance of present possibilities. 

Finally, a word as to valuation in its relations to consolidation. It 
is quite evident that “strong” vi earning power as the proper 
basis on which the new capitalization is to be effected, while “weak’’ 
roads will seck-refuge in the valuations now being completed by the Inter- 
state Commerce Commission. These may in the case of some properties 
be highly conflicting bases of capitalization. We have seen that earning. 
power, properly defined, affgrds the only rational basis on which con- 
solidation can take place, with valuation as a maximum beyond which this 
criterion cannot be pushed. Valuation should not be looked upon as a 
minimum in controlling the price to be paid. For example, a railroad 
such as some of the New England roads may have mileage but not assured 
earning power. Much of this mileage carries very light traffic, owing to 
the short distances and the increasing use of the motor car. Such mileage, 
with the exception of the lands, secures under the prevalent cost of repro- 
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AMERICA’S INDUSTRIAL PRODUCTION METHODS 


By H. Barnes 


United States Chamber of Commerce 


In considering the development of industrial methods that may fairly 
be classed as peculiarly American it is most helpful to trace the his- 
tory and the influences which have tended to make American industry 
primarily one of machine and large-scale production. 

The development of the great natural resources of this new con 
tinent within the relatively short period of three centuries in which it 
has been open to the white race has been one of constant economic 
pressure for enlarging the production of each worker; a continent 
three thousand miles in width, with the vast natural treasures of field 
and forest and mine, with the added natural advantages of great navi 
gable waterways, has furnished a field of human activity perhaps not 
equaled elsewhere in the world. There was, besides, the additional 
favor of Nature in great coal deposits, vast pools of oil, and frequent 
mountain ranges with running streams, all tending to provide the 
source of generated power which machine production itself requires. 

There should not be underestimated either the fact that this new 
country drew the ambitious and energetic of all nations, with a unique 
freedom from habit, or caste, or prejudice, which lent itself readily to 
experimentation and the adoption of the unusual in methods and 
appliances. Stimulated by these unusual conditions, the conversion 
of natural wealth into human possessions has gone on at an unusual 
pace, until it may be estimated today that the national wealth of the 
United States could be reckoned at around three hundred billion 
dollars. 

As I shall attempt to show later, it is probable that this vast ag 
gregate of possession has been distributed very widely, and the average 
individual possession in America may be fairly stated to be unusually 
high. This fact, together with the constant opportunities for em- 
ployment and for unusual profit offered in the conversion of natural 
resources and their distribution, has produced a home market of sus- 
tained buying power, and one in which demands for dependability and 
quality have also had their influence on industrial methods. It may 
be fairly stated that nowhere else in the world does there exist a market 
of one hundred and ten million people of high living standards without 
the currents of trade crossed or obstructed by customs barriers. 
America is in effect a free trade area of forty-eight nations. No- 
where else in the world can there be found one hundred and ten million 
people with as narrow a fringe of relative poverty beneath, or as 
narrow a fringe of relative luxury classes above. This results in a 
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great home undred million consumers adequately 


equipped with und buying power, with relative similarity of 
taste and pref | consuming requirements. 

It is manif ( that these conditions lend themselves with 
unusual effect t cale factory production of a uniform type, 
resting on th ' ption of this home market stretching from 
the factory do Che effect of these conditions in sustaining, devel- 
oping, and ex} idustry is shown in their result beyond the 
frontiers of At ind in world trade. 

An analysis, tance, of the various types of American exports 
indicates that A ’s ability to pay higher wage scales than other 
competitors in t rt markets of the world rests largely on three 
major factors 

1. Superior inv yn and patent protection; 

2. Dependabilit quality and trade reputation; and 

3. Cost compet by the economies of large-scale production. 

An analysis wl he Chamber of Commerce made of the various 
items in our export trade of mining, agricultural, textile, electrical, 
and construction | nery; of tools of various kinds, pumps, sew- 
ing machines, dent nd surgical appliances, electrical and plumbing 
equipment, cas! gisters, typewriters, footwear, textiles, rubber goods, 
canned goods, soay garettes, motion pictures, motorcycles, auto- 
mobiles, railroad ca ind locomotives, would indicate that, in each 
case, the maintena of export trade falls within one of these three 
types. 

Pursuing this analysis of advantages which help to offset lower 
wage scales of competitors a little further brings us again to the con- 
clusion that, in respect to these three factors in our export trade, they 
rest after all largely on the security of the great home market of 
America. For instance, while inspired invention is the product of the 
genius of no sing! yn, or single people, yet invention which is the 
product of patient | exhaustive research and study requires the sup- 
port and stimulant of quick, sure, and large reward for successful con- 
summation. The very structure of American industry, its adapta- 
bility to new invention, and the very genius of the American con- 
sumer market which welcomes new devices hold out the sureness of 
generous reward for superior inventive ability. So too the reputa- 
tion of dependability of quality, the trade-mark of such American 


manufacturers as White dental goods, Parke-Davis drugs and chem- 
icals, or Ingersoll-Rand and Allis-Chalmers machinery, rests most se- 
curely on the fact that the home market of America is so adequate 
in buying power that the usual temptation to cut costs by quality 
deterioration is both unnecessary and unwise. And the cost com- 
petition of large-: production, is, of course, secured by the back- 
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bone of large markets at home, and behind the protection of import 
tariffs. 

It will be useful at this point just to visualize the standard of aver- 
age possession in America which maintains the vast home market. The 
automobile, for instance, has become not only the great agency of 
healthful individual pleasure but has demonstrated itself as a great 
earning agency. It typifies perhaps the very acme of material human 
aspiration. Fourteen million automobiles on four hundred thirty thou- 
sand miles of improved highways built under their stimulant do not 
picture the significance of their distribution in America until one real- 
izes that, whereas in 1906, when the automobile first become a practi- 
cable conveyance, the possession of one for each eighteen hundred of 
our people has been succeeded by today’s possession of one for each 
eight. The telephone is not only a great widener of social intercourse, 
but a great business facility that adds its contribution to economy and 
earnings; and the possession in 1900 of one to each ninety of our 
people has expanded until today it is one for each eight. The phon- 
ograph is typical of the introduction into the average home of pleasure 
and entertainment, and the production in 1908 of three hundred and 
fifty thousand instruments rose in ten years to almost two and one- 
half million instruments in a single year. The radio is still too recent 
in its present perfection to have written its adequate story of general 
use, but the estimate that there are five hundred thousand receiver 
radios in the metropolitan district of New York City alone is sugges- 
tive of the readiness with which the American home equips itself with 
whatever serves it best in new devices of convenience or enjoyment. 
So it is, through the whole expanded list of furnishings and equipment 
for home, office, and factory, invented and developed only in our last 
generation. We must remember that within the last twenty years 
the outstanding inventions which symbolize the constant widening of 
the range of human possession include the automobile and the motor- 
cycle, the aeroplane and submarine, motion pictures, the X-ray and 
the radio, and electrical devices and chemical combinations of all 
kinds. 

Under the stimulant of this limitless demand of the American buying 
public, industry has equipped itself as never before with the phalanxes 
of machinery which increase the output of each single worker. Ma- 
chine production depends upon power for the operation of machines. 
Machine production was impossible until there developed the generation 
of power of various forms; and the figures of power consumption are 
perhaps the shortest and most reliable indicator of the vast expansion 
which has taken place and is continuing in American industry. Power 
may be traced to three chief sources, the statistics of which give us 
this indication of industrial activity—coal, oil, and electricity. 
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1 a coal production in the United States of 
i-year period of 1911 to 1920 showed 


crude petroleum in the United States of 
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one with the outstanding fact, that in early days there was a long 
delay in perfecting inventive ideas into forms of practical use. It 
took forty-five years to put the steam engine into railway haulage; 
fifty years to put the power loom into textile fabrication; and forty- 
one years for the electric current telegraph to reach the telephone 
state. All these speak of the difficulties of the early stage with im- 
perfect knowledge of chemical and engineering sciences. So, today, 
we are impressed anew with the speed with which invention is adapted 
to industry. Gaps are bridged and methods perfected almost over 
night. 

At this point it might be well to mention a few of the striking de- 
vices in various industries which enlarge the production per worker. 
In the steel industry, one or two men now with unloaders replace 
twelve to twenty men unloading by hand. In furnace charging, by 
use of skip hoist, larry car and automatic weigher, two men replace 
fourteen. In pig casting, seven men with a casting machine replaces 
sixty. In open hearth operation, one operator with a charging ma- 
chine replaces forty hand chargers. With traveling cranes, twelve 
men pouring replace thirty-seven. Two men unloading pig iron with 
electric magnet and crane replace 128. In the clothing industry, 
six men operating two boarding machines replace twenty. One girl 
operating a rib-cutting machine produces twenty-five times more than 
by hand. In men’s clothing, in various processes, machines with a 
single operator replace six and eight workers. In the shoe industry, 
one lasting machine produces the equivalent of six to ten hand workers. 
In the glass industry, one type of bottle-making machine replaces fifty- 
four workers. In window glass, production with a machine blower 
has increased thirty to fifty times. In coal mining, an automatic 
conveyor for pier unloading with twelve men replaces 150 men. In 
cigar making, four operators with machines produce the equivalent 
of fifteen by hand. In wrapping machinery for bread, tobacco, chew- 
ing gum, cigarettes, soap, sugar, and razor blades, one wrapping 
machine with one operator replaces two, five, eight, and even forty 
workers wrapping by hand. This tendency extends through all in- 
dustry, from foundry work and material handling to bread baking 
and the manufacture of books; it extends even into office equipment, 
where calculcating machines expand human service three, five, and ten 
times. It extends even into agriculture, which does not lend itself 
so readily to machine production, but the old standard of farm 
plowing of one man, one acre per day, has been displaced on a Mon- 
tana farm adapted to tractor plowing with a result of twenty-two 
acres per man per day. In wheat raising, the average wheat crop 
of today may be fairly estimated to require seven million days’ work; 
while with the methods before the day of the harvester and reaper, and 
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shown quite clearly in the ready measures of goods distribution, where 
successive weeks of railroad car loadings in excess of one million cars 
weekly set a new record, and, at the same time, are paralleled in 
general distribution by an estimated fifteen hundred thousand of motor 
trucks in service, 

The growth of national earnings under this process of the increas- 
ing fabrication of natural resources into force of wealth and possession 
is shown by the mileposts of annual national income as follows: 


Twelve billion dollars 
Eighteen billion dollars 
Se: Thirty-two billion dollars 
Sixty billion dollars 


Whether this curve of increase in national income will continue to 
rise, and if so, to what height, is something which may well enlist the 
sober study of economists. The feeling that this creation of national 
wealth is of a feverish and possibly transient character, or subject to 
severe setbacks, is somewhat allayed when one studies the real relation 
which America and its production methods bear to the creation of 
world wealth through the conversion of natural resources into the 
forms for human use. It is exceedingly significant, and provocative 
of much thought and study, that the United States, with six per cent 
of the world’s population, produces and consumes the following per- 
centages of the chief bases on which wealth rests: 


SS ee produces 43% of world’s total, consumes 42%. 
54% “ 53%. 
Copper...... “ 49%“ 14%. 
Cotton....... 69% “ 37%. 


Besides those natural resources we find these significant manu- 
factures: 


ee produces 41% of world’s to: 1, uses 39%. 
Print paper..... 43% “ “ 50%. 
Automobiles ..... 92% “ “ 90%. 


When we add to these significant indicators the fact that the 
United States contains approximately one half of the world’s total 
railroad mileage and approximately three quarters of the telephone 
and telegraph equipment, then we get a new conception of the leader- 
ship which America has achieved in the creation of wealth. 

The very figures of production of hundreds of separate manufactured 
articles are themselves clear evidence of the wide spread distribution 
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QUANTITATIVE METHODS IN PSYCHOLOGICAL 
ECONOMICS 


By Z. Ciarx Dickinson 
University of Michigan 
I 


Among perennial questions of scope and method in economics, those 
concerning the relations of psychology to our science are rather 
conspicuous. Heretofore, however, these discussions have been carried 
on in rather general, qualitative terms; and it is my hope in this 
paper to show that the question becomes more manageable if we give 
attention to the growing body of experimental, statistical treatments 
of psycho-economic problems. 

That a re-examination of the interrelations of these two sciences 
will be useful, is indicated partly by the curious gap which now exists 
between those speculations in economic literature that lean explicitly 
on what is supposed to be psychology, and the great mass of statis- 
tical or quantititative economics. The benefits of supplementing ab- 
stract economic analysis with statistical induction are now so patent 
that no argument is called for here as to the general desirability of 
quantitative methods; and psychology also has experienced a very 
similar development; yet just about nothing has been accomplished 
in the way of statistical research, carried on specifically to verify 
economic hypotheses which owe anything to the current science of 
psychology. This statement holds true, I believe, even of the work 
thus far published by scholars who have enriched economic literature 
from both the psychological and the statistical sides; they have not 
put their own psychology to the test of their statistical methods. 
How this evidently desirable testing may be expected to develop is 
part of my theme. 

A preliminary survey of our project for better team-work reveals 
several elements which have been too often confused. It is sometimes 
argued, for example, that economics must have need of assistance from 
psychology, because both sciences are engaged in explaining human 
behavior; and the corollary could be drawn that we have already 
developed a healthy body of quantitative psychological economics in 
the way of statistical studies of demand, interest, population, business 
cycles, and so on, since these are surely quantitative accounts of 
human reactions. I think, indeed, that research of the sort just men- 
tioned is perhaps the most important and useful variety of “economic 
psychology,” and I am arguing for its extension; but it is very im- 
portant that we do not fall into the non sequitur with which this ar- 
gument began. Psychology and economics do, indeed, both study hu- 
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man behavior, but, like physics and chemistry, they deal with their 
common phenomena by different methods and attack different sorts 
of problems. Th: 1 dispute, in the psycho-economic debate, is 
whether any valuable assistance on economic problems can be found 
in the materials that are especially characteristic of formal psychology. 
Although the economic studies just referred to are psychological in 
the broadest sense. being studies of behavior, it certainly does not 
follow that psychology as such can add anything useful to the con- 
cepts and data which economists already employ. The concept of 
protoplasm is not immediately serviceable to the portrait-painter, 
although both protoplasm and portrait are concerned with a living 
organism. And economists may well add the further objection that, 
even though the argument we are considering were true, assuming the 
existence of an ideal psychology which had studied the questions in 
which we are interested, we are by no means convinced that the actual 
output of the present race of psychologists is good grist for our mill, 
whether they call themselves structuralists, experimentalists, behavior- 
ists, or any other “ ’ists.”” Whether psychological materials may be 
useful for economic purposes, therefore, is a question of fact, consider- 
ing psychology as it is, not as it might be, rather than a question of 
deduction from the premise that both are sciences of behavior. 

One more misapprehension may be avoided, if it is recognized im- 
mediately that, when one advocates, as I do, greater use of statistical 
method, partly in connection with psychological materials, for re- 
searches upon certain human-nature problems of economics, he does not 
thereby assume that these methods are the best adapted, at present, 


for handling all human-nature economic problems. I recognize that 
in perhaps the majority of these difficult issues, the older methods of 
general reasoning and appeal to historical evidence are still indispen- 
sable; either because the numerical data necessary for quantitative 
investigation are not yet to be had, or because those which can be 
found are so crude and incomplete that a generous use of inference 
is necessary in interpreting our statistical results. 

Successful attack, then, upon economic problems which lie closest 
to the human-nature frontier, seems to call, under varying circum- 
stances, for varying combinations among the following sources and 
methods: (1) Economic deduction or inference; (2) Economic 
history and common observation; (3) Economic statistical treatment 
of economic data—chiefly pecuniary; (4) Statistical treatment of 
other quantities, especially the sort used and produced by applied 
psychologists; and (5) Psychological theory. It is my task now to 
inquire in what circumstances each of these variables has its place, 
in order to determine as accurately as possible the réle to be played by 
quantitative induction in the whole field that can be broadly called 
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psycho-economic, not confining myself entirely to the narrower field 
in which formal psychology is important. 


II 


We might well begin our quest in the field of consumption theory, 
where we could doubtless show, first, that research possibilities for 
economic-statistical methods are opening out on every side, especially 
because of the growing interest in commercial research; and second, 
that there are a number of fine points in this field (in explaining the 
origin and growth of wants, for example), which appear to offer a 
field for narrowly psycho-economic research. A little inductive work 
of the latter type has been produced, notably in regard to advertising. 
Or we might try the field of capital and interest—surely human- 
nature problems are to be found there. But I prefer to use another 
branch of economic problems for illustration, as I am more familiar 
with their details—I mean the motives involved in work. There is the 
less need for dealing separately with consumption and other types of 
productive services (such as saving), since the psychological elements 
involved are pretty much the same in all, the difference being chiefly in 
point of view. 

Before I emphasize the services to be expected from statistical- 
psychological methods of exploring these regions, let me express full 
appreciation of the rough maps which economists and other social 
philosophers have been constructing through the ages, without as- 
sistance from psychology as we know it today. Notice, however, that 
when the older methods of general observation and history can be 
supplemented by quantitative analysis of the relations between incen- 
tives and productive behavior, there is prospect of improved accuracy 
in our explanation. We all attach most importance now to those 
accounts of ventures in profit-sharing, or employees’ representation, 
or whatnot, which give—in addition to sound reasoning, not as a sub- 
stitute for it—the most comprehensive relevant accounting and statis- 
tical data.’ 

These remarks, then, bring us to quantitative economics, about the 


value of which there is not much dispute. Now what promise may we 
find of quantitative achievements in the more dubious field of psycho- 
economics in the narrow sense, that is, in work which involves technical 
psychology? 

‘See, for example, C. S. Joslyn, “The British Building Guilds: A Critical Survey 
of Two Years’ Work,” 37 Quarterly Journal Economics, 75-133 (Nov. 1922); “A 
Catastrophe in the British Building Guilds,” Ibid., 523-534 (May, 1923); P. H. 
Douglas, “A Case of Genuine Industrial Self-Government,” 1 University Journal 
Business, 3-22, 169-181 (Nov. 1922, May, 1923); E. E. Lincoln’s “Results of Munici- 
pal Electric Lighting in Massachusetts” is an attempt to determine quantitative 
difference between publicly and privately operated plants. 
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In dealing with | tion we must be clear as to what variety 
of psychology w talking about. Economists are likely to think 
of this sister sci 1 mass of dogmas concerning such matters as 
hedonism, instin tions, or “The Social Mind.” Such dis- 
courses still pass { logy in many quarters, and they are ser- 
viceable to us in ys, but the main trend appears to me to be 
toward what many sts scorn as “mere biology or physiology.” 
We all know that not exhausted by a few general laws on 
gravitation, likewi it a parrot who can say “Supply and Demand” 
is not really mu conomist; and similarly psychology is not 
made up of a few d tical generalities about Instinct versus Reason, 
and so on—it is a ly of laws concerning the responses of living 
organisms to what i impinge upon them; a body of laws that 
is growing piecemea s the mazes of fact are gradually traced by 
means of experiment and by means of logical tools which are common 
to all the sciences 

The reader may | terested in a statement of this objective- 
psychological point of view recently made by A. W. Kornhauser, an 
especially competent industrial psychologist of the younger generation. 
Psychologists diffe: yng themselves, says he, in their estimates of 
the relative réles played by factors like reflexes, instincts, complexes, 
desires, or feelings, | 

“The important point is not to decide in a theoretical fashion upon cer- 
tain of these explanatory factors and then to use these in explaining all 
behavior, but to start out witl scientific method and an open mind as 
to what particular sort iotives or causes will be useful in accounting 
for specific acts. If the expressed desires of an individual enable us better 
to understand his actions, these will be our motives; if observations of his 
behavior serve our } they will be used; if facts concerning his 
parentage, experiences during infancy, or what not, prove revealing, these 
likewise we shall valu But always, the explanatory cause must justify 
itself. Its causal relation must be demonstrated and not assumed.” 

He proceeds to illustrate. If we are studying the motives of work- 


men, it is extremely difficult to check up on explanations which are 


couched in terms like “instinct” or “self-interest”; but, on the other 
hand, we can study concretely and statistically factors like hours of 
work, method of wage payment, age, education, nationality of workers, 
organization among the workers, and so on, each or all in relation to 
the workers’ output or other indicia of their productivity. Sup- 
pose we inquire into the causes of labor turnover in a particular 
establishment. We might formulate an explanation in terms of a 
hypothetical migrato nstinct, or a supposed thwarting of the crea- 
tive impulse, etc.; the only objection to such explanations is that they 


*A. W. Kornhauser, “The Motives-in-Industry Problem,” Annals, Nov. 1923. 
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leave us little wiser than we were at the outset. A method of greater 
promise is to ask the workers as they leave, why they are quitting, 
and to tabulate their replies—several studies of this sort have been 
published. But both because the worker often is not clearly conscious 
why, and because frequently he is disinclined to reveal what he thinks 
is his real reason, we may conclude that the best way of attacking 
the problem is by hunting associations or correlations among ob- 
jective circumstances connected with the turnover. This method in- 
volves the familiar classifications of turnover according to sex, age, 
education, marital status, dependents, length of service, mental tests, 
and so on indefinitely. 

“We are likely to be told,” continues Kornhauser, “that this is all very 
fine but it is not a study of motives. . . We believe it represents the only 
sort of fruitful inquiry into motives. To say that factual studies of this 
kind are not studies of motives is to imply a mystical conception of motives 
which sees them as special inner driving forces which are more than 
mere formulations of observed causal relations among acts and the events 
associated with the acts.”’ 


But at this point we are perilously close to the non sequitur of which 
I spoke at the beginning. Although I agree that this is the most 
fruitful sort of study of motives, whether it be called psychology or 
economics, still this illustration does not indicate whether psychology 
as such may be useful for economic purposes, since the statistical study 
of factors in turnover was started by economic methods before 
psychologists became interested in it. And similarly, if you consider 
a number of other techniques which have been developed by applied 
psychologists in connection with personnel administration, such as 
trade tests, job analysis, or rating scales, you may well wonder why 
psychologists happened to produce them, for it seems, as the work- 
man said to Henry Link regarding one of Link’s employment tests, 
“That’s not ‘physicology,’ that’s common sense.” Yet the prominence 
of psychologists in this trend of development does start us off with 
a slight presumption that in some way their theoretical psychology 
helped them toward sound hypotheses. By means of a few illustra- 
tions along different lines, we may perhaps indicate how this may be 
the case. 

Consider first a little study entitled “Output of Workers Under a 
Particular Wage-Incentive,” recently made by Kitson of Indiana.’ 
Kitson sought, by quantitative investigation, to throw some light on 
the réle played by learning processes in economic motivation. From 
a printing establishment he secured the individual output records of 

‘University Journal of Business, 54-68. Nov. 1922. 
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forty seasoned tors, by weeks from the time of their ent-ance 
into the establis some other quantitative data, such as the 
years of experi of each man at the time of employment. 
All these worke: id a guaranteed time-wage, plus a bonus 
(apparently of 1 on variety), graduated according to the 
percentages by w! hould exceed the “task.” He found that 
output, on the ised from an index of about fifty-five, 
at the beginning yment, to around one hundred by the 
twentieth week, rea enty-five at the end of the fourth week; 
and that the y nters, with the least average previous ex- 
perience, made t t rapid increases in efficiency. He draws the 


inference that 


“those with long: did not, because of it, turn out more work. 
Indeed they did not t so much as those with less experience. 

The explanation 1 t they were older and consequently slower in 
movement, being ige 37.7 years old, while those of less ex- 
perience averaged years. More likely, however, they were simply 
more firmly settled bits of work, some of which were undoubtedly 
inefficient. Thos¢ <perience did not have their bad habits so 
firmly established 1 make changes in method with greater 


ease.” (p. 63) 
Then he comment 


“The results sug t in so far as such a wage premium is con- 
sidered as a tool f ition of increased output it should not be 
regarded as an i! e that will make the worker increase his 
output solely by exertin; iden efforts of will. If such were the case, the 
output would be ex; to rise to its maximum immediately upon appli- 
cation of the pr In spite of supposedly vigorous efforts, 
however, these wo lid not reach their maximum output for many 
months, indicating t! hing was needed besides sheer effort of will; 
that what occurred |, was the elimination of obstructive movements 
and the invention fective methods.” (pp. 65-66) 

A different inv ilong similar lines’ did not wholly check up 
these conclusions ; | tever results may finally emerge, the study 
indicates clearly t! nportant question in the theory of pro- 
duction, namely, wh the “speeding” effect of wage incentives is 
generally attained pense of the worker’s health or well-being- 
may be approached fitably from the quarter of psychological 
principles and a¢ ited data on the learning process. There is 
a large psycholog rature on learning-curves for various types 
of habits; I should s se those might be useful in interpreting curves 
such as Kitson « ted. Another type of psychological material 
which may be usefu esearch on industrial incentives is that re- 
lating to the interco ons between interest and ability; that is, on 

*See note by L. H. ¢ l, 1 University Journal of Business, 467-470, Aug. 
1928. 
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the question how far is one’s interest in a given study or pursuit the 
cause, or the consequence, of acquired or innate ability in that line.’ 

Another economic problem, somewhat akin to this question of 
learning in relation to incentives, is the significance of monotony in 
work. For economic purposes this issue has not been attacked quan- 
titatively at all. Long before this, some one should have turned up 
with a labor turnover study which sought specifically to ascertain 
whether, other things equal, and in what degree, worker’s behavior 
shows that monotonous work is attractive, repellent, or indifferent to 
them. The nearest approach to a quantitative treatment comes from 
the psychologists of The Scott Company, who found that individuals 
with low mental-test scores expressed less dissatisfaction with repe- 
titive work than did high-score individuals on the same type of work.’ 

An investigation of this monotony factor, by turnover statistics, 
such as I have suggested, conducted by purely economic methods, 
would be extremely valuable to psychology as well as to economics; 
yet I suspect that monotony is a phenomenon which is so complex that 
the best psychological background would be none too good for in- 
terpreting the facts accurately. The same may be said of industrial 
fatigue. 

Perhaps the largest literature of quantitative psychological ma- 
terial which appears potentially useful for economic problems relates 
to individual differences, as they have been studied by various tests. 
This field, it is well known, is in a highly unsettled state, but it seems 
destined to take an increasingly important part in economic investi- 
gations as to the relative importance of nature and nurture in the 
present economic situation. That death-rates are especially high 
among the poor is well known, and the suggestion arises easily that 
low income is the prime cause of this higher mortality. Equally facile 
is the reply that probably poor native stuff is the common cause of 
both the high mortality and the poverty. This controversy is ad- 
vanced a little by the discovery that school children from the poorer 
homes on the average make the lower scores in mental tests, which 
brings the discussion down to the present unsettled controversy as 
to the relative importance, for success in these tests, of innate 
and environmental factors. If this sort of evidence is potentially 
important for economic theory, pretty clearly there must be some 
economists who know enough psychology to use it critically. 

A concrete example of discriminating use of mental test data, in a 
problem of interest to economists, is supplied us by Thurstone’s recent 


‘Still another lead is suggested by H. D. Kitson in “Economic Implications in the 
Psychological Doctrine of Interest,” 28 Journal of Political Economy, pp. 332-338, 
Apr. 1920. 

*Scott, W. D. and Hayes, M. S. H., Science and Commons Sense in Handling Men, 
pp. 78-75. 
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the presumption that materials now peculiar to formal psychology may 
gradually be used effectively by the psycho-economist on economic 
problems. This argument might, perhaps, be reinforced by analogies 
from the achievements of other workers who have managed to straddle 
two or more fields of science, such as economic historians, biochemists, 
physiological psychologists, and so on. And once more let me say 
that I have dwelt chiefly on this possibility of applying technical 
psychology in economic investigation, not because the field is as yet 
quantitatively as important as other economic methods—especially 
the economic-statistical—but simply because many economists still 
question whether there is anything in technical psychology (distin 
guished from the virtual psychology which includes most of economics ) 
which is definitely useful to economic science at all. 


IV 

In closing, I wish to hint at two other considerations which are 
suggested by what I have said. The first is that the research we have 
been discussing is expensive; so that endowments and bureaus for 
economic research apparently are necessary if much of it is to be 
done. The second is the question whether economic welfare is amenable 
to quantitative psychological methods of treatment. On this latter 
point I wish to reserve judgment for the present, but the following 
general remarks are perhaps pertinent: Thus far we have been con- 
sidering psychological economics (and indeed economics as a whole) 
only as a positive, explanatory science, which aims at giving the fullest 
possible account of the functional relations (cause and effect, if you 
like) among stimuli and responses connected with economic goods. 
In such a study we have no interest in states of consciousness as 
such; they are data useful to us only so far as they are links in our 
explanatory chains, and the psychological theory most in harmony 
with the general standpoint of natural science is coming to consider 
that the most useful and fundamental account of behavior can be 
given ultimately in physico-chemical terms, mental states being used 
only as frequently necessary or convenient mirrors reflecting the un- 
derlying mechanics. Welfare, on the other hand, appears super- 
ficially to be directly concerned with conscious states, some of which 
are to be maximized at the expense of others; and even if it is to be 
conceived objectively in terms of activities, most of us find it diffi 
cult to see how any quantitative science is possible toward determining 
which activities, no less than which pleasures (or other states of con- 
sciousness) are better than others. 

There seems good ground for arguing that this field of economic 
welfare is a branch of ethics rather than economics, strictly speaking ; 
although we may immediately say that ethical considerations, such 
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THE SOCIALIZATION OF INDUSTRIES 
By L. Korany 
Washington University 
I. THe Srrvucturr or Inpvustries 

In this paper it will be my endeavor to show that the industries 
of a country can be separated into two classes, only one of which 
may be socialized with advantage. 

The principal tool of investigation is the operating ratio, and more 
particularly the fact that in every industry, even the best factory 
cannot go below a certain ratio. This property permits us to develop 
further the differences between the different industries of a country. 

A few of the operating ratios are as follows: The packing indus- 
try, 98; sugar refining and some retail stores, 97; some wholesale 
houses, farming, and many manufactures, 85 to 95.’ 

The operating ratios of railroads and gas companies are about 
70, but they are restricted to a profit of 6%. In this investigation 
we shall compare the industries on the condition that they are per- 
mitted to make 12% on their capital. Therefore, for our purpose, 
an adjustment has to be made in the case of the railroads, etc. If 
this is done their operating ratio figures out 54%. 

To speak of the operating ratio of institutions that make no 
profit and are not meant to make any profit would seem impossible. 
Nevertheless, an adjustment may be made similar to that in the case 
of the railroads. If this is done, some of the operating ratios are as 
follows: Washington University of St. Louis, 50%; the Munici- 
pality of St. Louis, 44% ; the Water Works of St. Louis, 50% ; the 
Public Library of St. Louis, 23% ; the street department of St. Louis, 
22% ; St. Louis Art Museum, 15% ; the sewer department, 6%. 

We note, then, as the first difference in the structure of industries, 
that industries differ widely in their operating ratios. From this 
first difference, which we take from experience, we shall develop purely 
by deductive processes other differences of fundamental importance. 
We restate the assumptions more fully: We assume that the capitals 
of the different industries are the same, namely $1,000,000, or rather 
we shall compare the facts pertaining to a unit of one million dollars 
of their capitals. We assume further that the rates of profits are 
the same in all cases, namely 12% or $120,000 for each million dollars 
of their capitals. 

The differences in the structure of industries expressed in relation 


*U. 8. Internal Revenue Incomes for 1919, p. 13. 
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the smaller the operating ratio is. In fact, the former decreases much 
more rapidly than the latter. For instance, at an operating ratio of 
45 the sales are not one half of those at an operating ratio of 90, but 
less than one fifth of it. 

Column 4 contains the cost of all goods sold for the amounts given 
in column three. The figures in this column can be ascertained in 
two ways. We know that the profits in every case are $120,000. 
Deducting this amount from the sales in column three gives the 
costs, and they are entered in column four. Or it can be done as 
follows: ‘The percentages in column one of the sales in column three 
give the costs in column four. It is surprising how small the costs are, 
if the operating ratios are low. 

Column four is most important, if considered from another point 
of view because it discloses another feature of the structure of in 
dustries. The expenses of an industry consist of two parts. The 
first part comprises all amounts actually expended for material, 
wages and similar items, all of which are paid for out of the current 
assets of the plant. The second is a charge against the income for 
depreciation of the fixed assets which so far as that year’s business 
is concerned is just a bookkeeping entry. To bring out this differ- 
ence still more clearly: In order to be able to conduct the business 
during a fiscal year the plant must have at the beginning of the 
year current assets that equal at least the amounts to be expended 
during the year for material, wages, etc. It need not have on hand 
current assets equaling the depreciation during the year. In fact, 
this part is recovered out of the profits and thus constitutes an 
addition to the current assets at the end of the year. Therefore, 
the maximum current assets a plant must own at the beginning of 
the year, being only a part of the amount in column four, is smaller 
than that figure. For another reason, namely, if the current assets 


are “turned over” more than once each year the current assets may 
be still less. In all cases we have the important result that the fi- 
gures of column four are the very maximum current assets the plant 
must own in the beginning of its fiscal year. The amount so owned 
must not be so large, but on no conditions need it be larger. 

Attention must again be called to the surprising rapidity with 
which the current assets, among others the amounts available for 
wages for instance, decrease with the decrease in the operating ratio. 
In the case of the first three lines the maximum current assets can- 
not be figured, if the turnover is not known. Take for instance the 
first line. The figure is $5,880,000. This is the cost of all the goods 
sold per $1,000,000 capital, consisting of current and fixed assets. 
Obviously on a capital of one million dollars one cannot produce 
commodities costing $5,880,000 unless the current assets are turned 
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decreases. Therefore, the figures in these two columns may be con- 
sidered the legitimate basis for the desire of the socialists to abolish 
profits. For instance, if a private corporation furnishes water te a 
city, and if it does so at an operating ratio of 30%, then it adds to the 
cost of water a profit of 233% of that cost. In other words, the cost 
to the consumer will be 3-1/3 times as great as it would be, if no profit 
were charged. This burden of profit increases rapidly with the de- 
crease in the operating ratio. For instance, in the case of sewerage, 
the operating ratio, which may be assumed to be about 4% of the 
cost of the service to the householder, would be 25 times the cost 
which would exist if no remuneration to capital were charged. It 
is to the great interest of society that most commodities should 
be freely consumed, that certain services, like sewerage, be freely 
availed of. According to economic laws this is equivalent to saying 
that they should be as cheap as possible. In the case of indus- 
tries with high operating ratios the decrease in price is not very 
great if profit is omitted. But in the case of industries with low 
operating ratios the price can be reduced to an enormous extent if 
the commodity can be sold without the necessity of making any 
profit on the capital invested. This can indeed be done, if the 
capital is raised by taxation, in other words, if the industry is 
socialized. 

The cost of an article can also be reduced if the profit is not 
abolished, but the rate of profit on capital is reduced for any cause 
whatsoever. A specific cause for reduction of the rate of interest 
will engage us later. Here it is necessary only to point out that 
column seven shows how much the price can be reduced if the profit 
is not entirely abolished, but if it is only reduced from a rate of 
12% to 6%. For instance, in the case of water works, where the 
operating ratio was 30% when the rate of profit was 12%, an 
amount of water that under these conditions had to be sold for a 
dollar could now be sold for 65 cents, or over one-third less than 
before. 

But whether we abolish profit entirely or cut it in two, a re 
duction in the price of the commodity can take place only on one 
condition. The abolition of profit or cutting it in two may have 
some influence on the cost of producing the article which does not 
appear on the surface. In other words, we must investigate whether 
by abolishing profits we do not create a situation by which the cost 
of producing the article increases. If it does, then we must be 
sure of one thing: The cost must not increase more than the profit 
we mean to abolish amounts to. Otherwise, the price cannot be re- 
duced at all. Our first task is therefore to ascertain whether the 
arrangement we make by which profit is abolished does not at the 
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same time t and if it does, then we shall have as 
our second t m to ascertain in which cases the in- 
creases in t iter than the profit we abolish and in 


Ww hich cases 


[] LABOR AND EFFICIENCY 


1. As lo s his hunger by picking nuts and berries 
from the t civilization has not dawned. It begins 
when man, processes of nature, finds out that by plant- 
ing a seed hi , supply of food, more plentiful, more reliable 
than befor t method that Bohm-Bawerk called the 
*roundabo Civilization and the roundabout process ar 
therefore ident [t has two consequences of profound impor- 
tance. An ngaged in the roundabout process of pro- 
ducing his f t possibly remain a solitary animal. He must 
become a m be He must have some assurance that hi 
will be per oy the fruits of his labor, say six months 
hence, and t nee can only be given him through the power 
of a tribe t igainst aggressions and depredations. Thus 
the possibility 1 ndividual may secure his food supply by way 
of the round cess flows from the power of the tribe and 
therefore tl t of the latter must take precedence over the 
interest of lual composing it. This being the case, all 
economics is ynomics. The second consequence of the round- 
about procs ;: The first and foremost duty of a tribe is to 
safeguard t food pply of its people, in fact, this duty is th 
reason of it But the roundabout process cannot be pro- 
perly attended y labor at fixed times which can neither 
be anticipat tponed. Nor can the amount of labor required 
at such tim | out over longer periods. In other words thi 
roundabout | juires regular and intensive work. But to 
work intens ir stated times is not inborn, nor have th 
ethnologists | to find a single tribe existing today, nor hav: 
we the hist cords of any, the individuals of which have ren- 
dered such lal ntarily. Therefore the tribe must apply com- 
pulsion or h, however, does not ordinarily mean slavery. 

‘See Karl B Rhythm. He establishes two facts which he does not 
seem to be abl tisfactorily. The first fact is that in several languages 
the term for | ( that for pain, on the other hand, the savage is not 
at all afraid t f work. The solution of the difficulty appears fron 
the examples ¢ elf as well by almost any book on ethnography. The 
savage is unw yularly and steadily. The term “roundabout process” 
correctly descr I f production from the dawn of civilization to this 
day. Even po have no other purpose in the last resort but to support 
or lengthen th t process, and, in fact, originate in that process as Bucher 


shows. 
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Actuated exclusively by the general interest of the tribe and not at 
all by that of any individual the tribe has applied compulsion in two 
forms, namely, the system of collectivism and the system of compe 
tition. 

The difference between the two systems is generally considered to be 
the manner in which property is held, namely, collectively, or as 
private property. This is not correct. This is quite evident in th 
case of consumption goods that have been allotted to individuals 
because they become private property of the individuals as soon as 
they are allotted. Private property is also met with in the case of 
household equipment, particularly if made by the householder or his 
household. But it is also found in the case of the tools of produc- 
tion, like land. The different forms of ownership are only means of 
distributing the proceeds of labor, the crop, but have nothing to do 
with production itself. The real difference between the two forms 
in which the labor problem was solved by the tribe is as follows: 

In the system of collectivism, labor is based on direct compulsion 
not necessarily slavery, however, but conscription. 

In the competitive system, labor is based on the indirect compulsion 
of competition. 

2. We are here interested in the comparison of the efficiencies of the 
two systems of labor. Every work needing the coéperation of several 
people needs a manager, codrdinator, or ruler. If the plant is large, 
there will be a whole hierarchy of managers. In collectivism they are 
not elected in the modern sense of the word, meaning by it, election by 
the vote of the people, but they just emerge. Every manager relies for 
his job on the good-will of the managers who in the hierarchy are just 
below him. Therefore, his power to command is not very great, the com 
pulsory labor of the individuals is mostly the result of custom and the 
efficiency is not very great. Labor is made “pleasant.” For refusing 
to labor nobody ever suffers corporal punishment, although savages 
inflict some terrible pains for other causes. To awake a man who de- 
cides to take an afternoon nap is considered bad form in collectivism. 
Labor is intimately connected there with play, with dancing, and 
singing. This half play, half work arrangement is inherent in collec- 
tivism and an exact reproduction was witnessed at the short-lived bol- 
shevik regime at Budapest in 1919. The efficiency of such labor, is, 
of course, very low. In Budapest the output decreased enormously 
and according to bolshevik statements was not more than 50% of the 
amount that competition produced formerly. Therefore, the com- 
missaries proposed to establish a minimum output for each man but 


*Max Schmidt, Grundriss der Ethnologischen Volkswirtschaftlehre, 11, 98, and ff. 
*This is the eighth point in the Communist Manifesto. 
*Jbid. II, 71 and 76. 
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the men did not t: y kindly to it and still less to the punishment 
which was to | ferred to another industry, and so the author of 
that ordinance I ned that in America a man was not ashamed 
to be a miner a e time, a tailor at another time and a machinist at 
still another t t in Hungary every man stuck to one kind of 
work. 

Last year at \ . I also saw the working of a so-called Socialist 
government. ‘J r in which a street car strike was handled 
was very insti t showed the grand possibilities of that sys- 
tem for wasting e and energy. Nine thousand conductors and 
motormen fro! here of the great city of Vienna marched to 
the city hall, th ted there for a long time and ultimately marched 
back to the ca | Nothing was accomplished and why? The 
mayor of the cit tood on his dignity and waited in his office for a 
committee of t rs to call on him. The latter could not see 
why one comrad Lyor, should not come out on the street and 
find out there w! thousand comrades wanted and this dead- 
lock was not b So much for collectivism. The competitive 
system is more eff t because its appeal to the worker is much more 
powerful than that of collectivism. The latter says to the worker, 
“We shall not let tarve but the duty to work is incumbent upon 
you.” The competit system says, “Yes, you will starve, not only 
if you do not work steadily but also if you do not work so efficiently 
as your compet tito 

The Ford automobile plant is an excellent illustration of the work- 
ings of the competitive system. ‘The discipline throughout the plant 
is rigid. . We expect the men to do what they are 
told. .. Anyone who doesn’t like to work in our 
way may always . . « There is not much personal 
contact—a facto: not a drawing room. . . .We give 
every man and every machine every square inch that he requires 
and, if possible, not a square inch, and certainly not a.square foot 
more than he requires. Our factory buildings are not intended to 
be used as parks.” These quotations are taken from a book written 
by Henry Ford f 

I stated above that not only collectivism but also the competitive 
system was developed by various tribes for their own general good. 
That the competit ystem is for the general good of the tribe will 
hardly be admitted by the Socialists. They demand that every one 
be given according to his need. This seems certainly a very attractive 
program and SE¢ to be far superior to the competitive system. But 
Charles Darwin has clearly pointed out’ that the general happiness 

*Henry Ford, My Li nd Work, pp. 110-113. 


*Charles Darwin, | nt of Man, Chap. 4, Concluding Remarks. 
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of the present generation is not the basis of the welfare of the tribe. 
The welfare of the tribe is rather based on the general good which is 
defined as the welfare of the coming generation. It is quite obvious 
to me that the interests and the happiness of the present generation 
and that of the coming generation differ and frequently are antagon- 
istic to each other. This was indeed in the Frenchmen’s minds before 
the revolution when they lived riotously although they knew that after 
them would come the deluge. Therefore, it seems to me the problem 
before us is not whether it would conduce to the happiness of the 
present generation if every one were given according to his needs, but 
whether that principle or the competitive system is more conducive 
to the general good of the coming generation. If we consider the 
advance of man in general, the advance in the standard of living of the 
laboring man since the introduction of the competitive system in 
particular, then it can confidently be asserted that the general good 
of the tribe, and of the coming generation is best served by the com- 
petitive system. 

3. I said above that the tribes have solved the problem of a labor 
supply in two ways. I am obliged to make a correction of that 
statement. There has always existed a third way as exemplified by 
the administration of the political units themselves but we have ex- 
tended it considerably the last twenty-five years. I refer to the case 
of the so-called public utilities, like water works. We call the ac- 
quisition of one of them by a political unit socialization; the English 
call it nationalization; Professor Clark says that the extension of such 
nationalization during the war was collectivism. But the main char- 
acteristic of collectivism is missing in these cases, namely compulsory 
labor. Therefore it is not collectivism. It is also certainly not the 
competitive system because in the case of these public utilities there 
is no competition. What is it then? It is a third way of produc- 
tion. We might well call it a new way but nobody seems to realize 
that we are trying, indeed, a new scheme of production. 

Accordingly there are three ways of production. Nevertheless, 
I maintain there are only two ways in which efficiency is to be 
obtained. In the case of socialized public utilities, we must not 
expect any efficiency. The labor engaged is neither under direct 
nor indirect compulsion, therefore, its efficiency should be even lower 
than that in collectivism. That it is not so and that its efficiency is 
greater than that of collectivism is due solely to the fact that such 


} socialized public utilities are like islands surrounded on all sides by 


| competitive systems and they are shamed into more efficient behavior, 


‘J. M. Clark: “The Basis of War-Time Collectivism,” American Economic Review, 
1917, pp. 772 ff., particularly pp. 786-787. 


136 ican Economic Association 


but, of cou ficiency is far below that of the competitive 
system with it nder the most powerful indirect compulsion, 

The reas or the smaller efficiency of socialized in- 
dustries ar ned by a consideration of an entirely different 
nature. In there must be an equilibrium between the 
constituent the plant. This law of equilibrium in produc- 
tion is the « t of Gossen’s Law in Consumption. Moreover, 
an intangib! t participate in that equilibrium, namely, 
the capacity, ent of the manager. Otherwise, the manager is 
too big or t his job. I do not suppose that it requires 
any extended to show that the talent of the average mayor 
of our citi ll for the job. He is expected to keep th 
political ad machine going and is supposed to manage all 
sorts of bus n hospitals; and, last not least, his own pri- 
vate busines H certainly overloaded with work, his at- 
tention is su y spread out over a much larger area than 
that of a mar he competitive system whose whole attention is 
directed toward ficient performance of a single business. There is 
an optimum ery kind of industry. It gives the greatest 
rate of retur: in be made in that business. A city with its 
various acti nsidered to form an industry, the optimum 
size of whicl great. In fact, it is believed that we have 
already passed iny of our cities and that we have to think 
now of disin stead of further integration. The social- 
ization of such industri s the manufacture of gas, electricity, and 
other commod it have been suggested or tried would place the 
city still furt yond the optimum size and thus reduce its eff- 
ciency still 

We can now to the first question asked at the end of the 
first chapte1 | ingement by which profit is abolished decreases 
the efficiency, ins that it increases the cost. The abolition 
of profit Is a ) y not a clear gain. Against it must be set the 
inefficiency of tl ter We shall measure and dene inefficiency as 
the increase ( nt) in the ¢ost as ascertained in the competitive 
system. If 1 ficiency is greater than the profit in the com- 
petitive system t ilization fails in its purpose because the price 
cannot be red nd the consumption cannot be increased. If the 
inefficiency is than the profit in the competitive system, then the 
price can, indeed, be reduced. The amount by which it can be reduced 
is obviously tl lifference between the profit in the competitive 
system and 1 ficiency in the new system. We know the profit 
in the compet m of industries of different operating ratios. 

*No attempt wil de here to forecast changes in the operating ratios, nor of 
other factors which the ture may bring. 


It 
the 
}am 


acc 
the 
bor 


pu 
the 


pr 


pu 
hei 
of 

of 

if 

th 
los 
gi 
ch 
M 


be 


gi 
di 


l( 

pe 

- 

a 

is 

L 

b 

te 

re 

t! 

I 

a 

t 

a 


petitive 


yulsion, | 


zed in-| 


ferent | 


2en the 
yroduc- 
reover, 
1amel y, 
Ager is 
equires 
mayor 
ep th 
age all 
yn pri- 
‘is at- 
a than 
ition is 
‘here is 
reatest 
‘ith its 
ytimum 
e have 
» think 
social- 
y, and 


ice the | 


its eff- 


of the 
creases 
olition 
set the 
ncy as 
vetitive 
com- 
e price 
If the 
en the 
educed 
yetitive 
profit 
ratios. 


, nor of 


The Socialization of Industries 137 


It is given in the table above. Therefore we have only to ascertain 
the inefficiency of the new form of produciion. There is a great 
amount of literature on this subject but the methods of keeping the 
accounts in the competitive and in the new systems differ largely and 
the friends of either do not place the slightest confidence in the 
bookkeeping of the other. Moreover, even if the books of socialized 
public utilities were kept at the highest standards of accountancy 
they still would not record the actual cost to society as will appear 
presently. 


III. Tue Soctauization or InpusTRIES 


I have just stated that even the best kept books of a socialized 
public utility do not record the total losses to society which are in- 
herent to this form of production. There are indeed three sources 
of costs which inefficiency brings about. The first is a direct loss 
of money, and it is the only one that can be ascertained from its books 
if properly kept. Secondly, there is a direct waste of time. Thirdly, 
there is an indirect waste of money and time, and these two sources of 
losses are, of course, not recorded in the books. Examples will be 
given for these three sources of loss. They will be taken almost ex- 
clusively from the experience of a single city, namely, St. Louis, 
Missouri; otherwise the examples would not carry much weight, I 
believe. 

I shall have no time to give the examples in detail. The examples 
given for the direct loss are the small municipal power plants, the 
direct loss of which is 100%. The loss of the system for lighting our 
parks is 50% ; garbage, 100%, meaning by it that it cost the muni- 
cipality 100% more than it should. 

For the time loss, the example given is the enormous loss of time in 
capital expenditure, in other words, the carrying charges, to which the 
United States census also refers in 1918. The examples given are 
as follows: The municipal bridge has been building since 1906, and it 


} is not finished yet. The new city hall, 15 years; the St. Louis Public 
| Library and some other public offices have bought tracts of land for 
| buildings which are still vacant. And then it is shown from the his- 
| tory of St. Louis that it has always been the same way. In the case 
| of repairs the time loss is still greater. For the indirect losses, 


reference is made to delays in street work and similar matters. As 
there is no literature on this subject so far as cities are concerned, 
I instance the budget system of the United States. Interesting ex- 
amples are given there showing that the indirect losses were greater 
than the direct losses. 

Finally, an estimate is made that the loss of all three sources is 
about 60%, but attention is called to the fact that the above table gives 
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the answer to a ther figure that may be proposed as the probable 
loss. 

If then we m i loss of socialization to be 60%’ of the cost, 
then socializati il not reduce the price of an article to the figure 
stated in colum: f the table but the price will equal that cost 
plus 60%. Co ntly, a reduction of the sales price can only 
take place if the prof isured as a percentage of the cost, is more 
than 60% of that \n inspection of column six shows that this 
eventuates only, operating ratio is 62% or less. If the oper- 
ating ratio is 62 nore, then socialization fails in its purpose, 
Our first result fore as follows: 

Industries wit] operating ratio of 62% or more should be left 
in the competiti 

All industries wit in operating ratio of less than 62% may be 
socialized advanta sly \n inspection of the table shows that 
such industries | fixed assets amounting to more than 80% of the 
capitalization. It therefore indeed the industrial revolution, the 
invention of mac! , and not large-scale production as such, that has 
given rise to the prol of socialization. It is the ratio of fixed 
to current assets and not the size of the plants that is the governing 
force in this prol Every new machine increases the ratio of 
fixed to current assets of a business and thus brings nearer its social- 
ization. 

Although all ind with an operating ratio of less than 62% 
may be advantag y socialized as stated above, nevertheless, our 
people have realized that this problem is of such profound importance 
and difficulty as t ike it advisable to proceed in the matter with 
utmost caution. They have realized the difficulties which I have 
pointed out above as to the determination of the percentage of ineffi- 
ciency. ‘They have realized that a balk line cannot be sharply drawn 
in this matter because the data regarding it cannot be ascertained 
exactly or sharply And just as a tolerance is established for every 
kind of labor,’ so a tolerance, a twilight zone has been established for 
the competitive system for the private ownership of capital. In that 
zone the management is left in the hands of private capitalists but the 
profit on their capitals is cut in two. An inspection of columns six 
and seven gives our second result as follows: Industries which in the 
competitive systen ve an operating ratio of between forty-five and 

*Under the above assumption of 60 per cent loss, the operating ratios of St. Louis 
in the competitive syste would be as follows: Municipality 44%, Waterworks 
31%, Public Library 15%, Art Museum 10%, and Sewerage 4%. 

*Of course, this is not the only factor that enters into the problem. Therefore, 
the above statement must not be taken as a forecast of the future but only as a 
statement in regard to igle factor, namely, the invention of a new machine. 


*My paper on “Accuracy of Labor,” Quarterly Journal of Economics, Aug. 1920, 
p. 687. 
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sizty-two per cent may be left in the competitive system if the rate of 
their profit is limited to half the rate of profit in the competitive sys- 
tem. 

Our third result follows: Industries which in the competitive sys- 
tem have an operating ratio of less than forty-five should be socialized. 

Socialized activities given in chapter one and others that may be 
found in the literature on the subject bear out the above theorem, 
at least to the extent that their operating ratios while still in the 
competitive system were low, and I repeat that no claim is made that 
the pivotal operating ratios of the three theorems can be determined 
exactly. Whatever the loss of socialization will be found to be, the 
table will promptly give the pivotal operating ratios of the three 
theorems. 

Karl Marx was probably the first scientist who noted that there was 
a connection between the relations of cost and profit, on the one hand, 
and the relation between fixed and current assets, on the other hand; 
or, to use the above table, between columns one and two, on the one 
hand, and columns four and five, on the other hand. He made this 
observation the basis of his whole theory. His conclusions were wrong’ 
and his treatment was most complex, because he was not familiar with 
the concept of the operating ratio and his groping toward it forms a 
very interesting feature of his work. But, then, even today this 
concept is not well established outside the railroad business, and this 
paper is the first attempt to analyze it. 

*See also my paper on “Profit,” p. 448. 
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ECONOMIC THEORY—DISCUSSION 


Georce P. War: Opportunity for discussion consists largely in 
occasion for disagrs nt But I find no occasion to disagree with what 
Professor Dickins d. I will therefore talk on matters appro- 
priate to the gener t that he has not dealt with. It seems to me 
that I can use my t to best advantage by barely stating certain general 
propositions which ar d psychology and necessary economic psycho- 
logy, even though tl! ire not the sort of thing that interests the pro- 
fessional psychologist 1 are usually stated in terms not those of the 
psychologist. 

It is a presupposit f economics that all things for which men pay 
money, and even all matters to which men devote available time and ser- 
vice that they vali re in some way comparable with one another in 
terms of a scale of quantities, or, in other words, are commensurable with 
one another. Valua 3 a matter of subjective quantitative comparison 
and presupposes co! nsurability between things valued. 

I must hasten to add that an eract determination of the subjective quan- 
tities in question, or any reduction to terms of so many measurement 
units, is not implied. The psychologists, or perhaps I should say the 
epistemologists, mig ervice to some economists by developing and 
inculcating the fact 1 our judgments of quantity generally, and not 
merely of value, are fundamentally a matter of deciding one thing to be 
greater or less than another, and not a matter of feet, quarts, pounds, 
etc. That our judgments of value are often mistaken and always in- 
exact, or that the machinery is not efficient, is a fact generally recognized 
by economists. 

There is also occasion to note in this connection that the word “com- 
mensurable’’ is used in a scientific and not in its literary sense. That 
two things are commensurable does not imply that they are comparable 
in importance. A | n dollars and a million German marks are com- 
mensurable quantitic 

The economist may properly leave to the psychologist the problem of 


determining what in detail are the psychic processes involved in judg- 
ments of value. Unfortunately for the needs of the economists, the 


psychologists have been more interested in other parts of their field. 
They have been occupied with more accessible facts and with the solution 
of easier problems, hence, the economist is likely to get little help from 
the psychologists on this subject and may get dust in his eyes. 

The economist is much more likely to get dust in his eyes, however, 
when he resorts to the moralists. There is more dust, or perhaps it 


would be better to say, more of the smoke of conflict, in the field of ethics 
than there is in psychology or economics, enough, in fact, to supply both 
the latter fields with imported troubles. But I am not shocked to see 
the economist invade territory not his own, even when he is not familiar 
with the language of its inhabitants. I am therefore going to state a 
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second fundamental assumption of most economic thought, even though the 
statement is primarily a proposition in ethics. 

The moral quality of acts is, in the last analysis, a matter of their con- 
sequences. Among the most important consequences of an act is, of 
course, its reaction upon the subject and its effect upon his further acts. 
Moreover, since the consequences of acts, for purposes of direction and 
control, must be foreseen and forecast before the particular course of 
action is entered upon, the moral judgment is concerned with reasonably- 
to-be-expected and generalizable consequences, and not with accidental 
results. Accidents connected with a well-considered and well-intentioned 
act do not carry condemnation. On the other hand, fools as well as knaves 
do evil. 

Opposed to this is the view that certain acts are absolutely wrong and 
certain others absolutely right, regardless of consequences—with which 
doctrine is commonly and conveniently associated the idea that what is 
right is always easily distinguishable from what is wrong, or that con- 
science is an “unfailing monitor.” 

This excursion into ethics is related to the subject of discussion because 
the judgment of value for economic purposes is, like the ethical judg- 
ment of value, a matter of conception and appraisal of consequences. The 
economic judgment of value, it should perhaps be added, relates to utility 
fundamentally and to exchange value only indirectly. That value is not 
an intrinsic quality of goods is one of the first things the beginner in 
economics is taught, and this applies to value in use as well as to value 
in exchange. The extent to which our actions relate to economic con- 
sequences means that the economist cannot avoid supplying ethics with a 
large part of the material for moral judgments. If our acts are to be 
judged and evaluated according to their consequences, psychological ques- 
tions as to the nature of the judgment of value in general can be more 
clearly stated in relation to the general unitary problem of evaluation. 

The great joint problem of students of economics, of psychology, 
and of ethics, at the borders of these three provinces of scientific thought, 
is this of the nature, modes, and processes of the judgment of value. The 
psychical processes are of the same general nature in all cases, but they 
are, like all such processes, subject to degeneration from the stage of full 
consciousness; and are subject to short cuts within the sphere of con 
scious processes by transference of feeling; and also to the substitution 
of habitual and imitative responses, and of subconscious and perhaps 
merely neural reactions, for conscious judgments. In the fully con- 
scious judgment of value the essence of the matter consists, first, in a 
realizing sense of what consequences may reasonably be expected to flow 
from, or to be obtainable from, a given course of action or a given good, 
and, secondly, in an effective appraisal of the situations foreseen, such 
appraisal being chiefly by way of intuition and anticipation, in the original 
or strict sense of both these terms. In the concrete, such judgments are 
being continually modified by observation, experience, and learning, ex- 
cept so far as the subject may have become too “set” in his reactions to 
be able to benefit by experience and further knowledge. 
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It might be rea ble to expect the professional psychologists to tell 
the economists a ibout the judgment of value. But the psychologists 
are concerned p1 with details of mental processes and rather hesi- 
tate to deal with « ‘lex problems involving the functioning of the mind. 
They study the trees rather than the forest. On the other hand, the 
moralists are lik to assert that, where others see a forest, there is 
instead a straight teep, highway, bordered by trees. 

A. B. Wor! [f | understand Professor Dickinson, there are two 
phases in the relat between mechanistic psychology and _ statistical 
economics. ‘The first phase covers those economic inquiries which in- 
volve statistical correlation between certain objective constituents of an 
economic situation | certain external indices of motives—such, for in- 
stance, as the relation between the trend of consumption and the prestige 
models afforded by the movies. The second phase is restricted to a some- 
what more technical correlation between certain specific economic phenom- 
ena, on the one hand, for example, labor turnover and incentives to out- 
put, and, on the other hand, certain behavior types, dispositions, or 
processes revealed to us by the experimental psychologists, for example, 
the learning process, motor sets, the conditioned reflex, etc. The first 
type of investigation can be and has been carried on by persons relatively 
innocent of any knowledge of psychology. The second type of research, 
involving as it do orrelation between environmental stimuli and what 
are ordinarily called subjective processes, presupposes an adequate but not 
hypertechnical knowledge of behavioristic conceptions and methodology. 

I take it that the main point of Professor Dickinson’s paper has to do 
with this second type of correlation, and with the suggestion that specific 
peripheral problems, mainly, thus far, in the field of business psychology 
and certain phases of applied economics, can be segregated for analysis 


by properly qualified psychological economists, with the aid of the tech- 
nique of psychological statistics. While it is reasonably clear that Pro- 
fessor Dickinson by implication opens up for us vistas of inductive, objec- 
tive correlation between the processes of behavior, on the one hand, and cer- 
tain central economic phenomena, on the other, he makes no sweeping claims 
for the services of psychological statistics in economic investigation. The 
most that he ventures to affirm with definiteness is that “little issues can 
be split off from the large economic problems........ and _ successfully 
be treated by an admixture of distinctly psychological theory and data 
with economic principles and statistics.” He is, in fact, properly cau- 
tious and careful to guard against overconfidence as to what psychology 
may have to contribute 

Nevertheless, I will raise the question whether by his emphasis on the 
statistical method he does not run the risk of encouraging the use of 
that method in problems and among data to which it is little suited. It is 
quite possible, I think, in spite of our rapidly expanding research or- 


ganizations, that we may, by a too uncritical faith in the sufficiency of 
statistical investigation, overlook many signally important and incom- 
mensurable intangibles, and be tempted to think our problem much sim- 
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pler than it is. I do not mean by this to question the services of economic 
statistics. In fact, I anticipate that economic theory, which up to re- 
cently has been more nearly allied to deductive philosophy than to induc- 
tive science, will approach more nearly to scientific method and relia- 
bility very largely to the degree that it collects and evaluates large masses 
of facts with the aid of statistical analysis. But it is an error to assume 
that all science is quantitative, or that the statistical method, as used by 
finite minds, is flexible enough to take account of all the multitudinous 
variables inherent in economic life and motivation. 

Take for instance the element of expectation, which Professor Dickinson 
alludes to as one of the psychological characteristics of a certain phase 
of the business cycle. Unless, as he says, “we are quite naive’’ we shall 
not be deceived by the seeming simplicity of such a term or such a state 
of mind. I have not had time or occasion to attempt an orderly analysis 
of the psychological content of “expectation”; but attempt such an 
analysis and you will find yourself involved in a complex of motor-sets 
or dispositions, habit, desires, imagination, belief, rationalization, imita 
tion, and suggestibility. And some of these, if the analysis is to be in 
accord with the mechanistic concepts of behaviorism, will have to be 
analyzed into still simpler elements. 

In “expectation’”” we have to deal with an organic, or if you prefer, 
a mental state, correlated with an external social situation which, as 
stimulus, bears a causal relation to the expectation. ‘This external stim- 
ulus is the business situation in this case, let us say the ascending phase 
of the business cycle—rising prices, quick turnover, easy profits, ete. The 
mental state, expectation, is in the nature of an organic adjustment to this 
situation, or rather to that part of it which has sufficient impact upon the 
individual to become a part of the stimulus complex. This organic ad- 
justment is a disposition to act in certain fairly definite ways under the 
stimulus of rising prices—the money-making complex taking rein and 
riding the personality full tilt, perhaps to a fall. There is such an in- 
tensive habituation to rising prices that the disposition to aggressive action 
is not held in check by inhibitory, protective motives. The intellective 
element in belief is outbalanced by sentiment and interest. The situation 
is therefore estimated, sized up, and valued, not with reference to its ob- 
jective facts, but under the influence of sentiment—of pleasurable seeming- 
prospect of making money fast. Now in so far as predisposition, intensi- 
fied habit, and non-circumspect ambition—all accentuated by those as yet 
ill-analyzed modes of response we call suggestion, imitation, and emula- 
tion—superinduce a business situation based more on sentiment (with its 
resultant attitudes) than on rational, factual valuation, “expectation” is 
not a good term. For the valuation, and the economic conduct resultant 
from it are not the result of a “looking outward,” but rather of an organic 
state so self-centered, of sight so myopically introverted, that the real 
stimulus to action is quite as much subjective illusions (imagination, un- 
inhibited ambition, “pipe dreams’’) as it is any part of the external actual 
situation. The organism is for the time being so “set” and adjusted to 
one particular item of the external situation, namely rising prices, that 
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the other elements of external reality, for instance, inflated credit, in- 
creasing interest rates, rising costs, either are not valued at all or are 
subjectively discounted, and hence do not form a significant part of the 
controlling stimulus-situation 

Thus the actual response resultant upon “expectation” is response 
to only a part of the potential stimuli inherent in the external situation. 
Such is the type of contagious response exemplified in the inflation of 
land values in Illinois and lowa, and in the orgy of commercial speculation, 
which came to such spectacular culmination in 1920. 

Such a complex organic state as expectation can and will be analyzed in 
rigid behavioristic terms. On the other hand, the facts of the external stimu- 
lating situation can be and must be collected and analyzed with the aid, 
first, of business statistics (of prices, production, credit, etc.), secondly, 
with the help of a set of social-psychology concepts worked out, on be- 
havioristic lines, in far more detail and with far greater accuracy than the 
social psychologists have as yet attempted. (It may be remarked in pass- 
ing that it is extremely problematical whether “instincts” will appear 


among these accurate concepts 


But, returning to the main point, I find it difficult to see how quanti- 


tative, statistical psychological research is going to be of much direct 
help here. How are you going to find or apply directly to human beings 
an objective, quantitative measure of so complex a thing as “expectation” 
or its more elusive constituents? And if you do, will you not by that time 


be so far beyond the penumbra of economics that you will with difficulty 
find your way back 

A general knowledge of mechanistic psychology and of advances being 
made therein is assuredly essential to the student who desires more than 
a relatively superficial acquaintance with economic phenomena; for eco- 
nomic life is shot through and through with motive, and an economic 
theory that does not attack the problem of motive as scientifically as pos- 
sible is recreant to its duty, both as “pure science,” if there is such a thing, 
and as a guide to practical business or social economics. But too much 
reliance on psychological statistics will, I believe, be likely to prove 
disappointing, if taken far beyond the walls of the psychological labora- 
tory. The cautious student will as yet view with some skepticism the 
claim of mental tests and statistical tables to differentiate, for instance, 
between innate capacities and the results of individual opportunity. For 
a long time to come, so far as I can see, the results of quantitative psycho- 
logical research, however cautiously they may be used, will be of out- 
standing significance to economics, and to the other social sciences, mainly 
by way of analogy and inference. Controlled experiments on rats and 
cats in the laboratory reveal certain response mechanisms. Since, so far 
as we know, the neuro-muscular organisms of cats and rats and men differ 
only in range and complexity, we should seem to be using strictly homolo- 
gous analogy when we inferentially interpret the basic elements of human 
behavior in the light of animal behavior. It is this aspect of the con- 
tribution to be expected from psychology to which I should welcome fuller 
consideration. 
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I am a little afraid that Professor Dickinson’s very able suggestions 
as to the place of psychological statistics in economic research may lead 
some of the younger economists to think that economic theory is going to be 
entirely subordinated to statistical method. But our debt to the old 
economics is too great to permit us to take such a view. It is true that 
the older economists were addicted to rationalizations and that they fre- 
quently filled in lacunae in knowledge with large lumps of conjectural 
history; and it is true that the present generation is seeking a more con- 
vincing realism. To attain this, let us use every scientific device availa- 
ble. The older economists, if they did not know the botanical name for 
every tree in the economic forest, nevertheless tried to get a compre- 
hensive view of the forest. For us the caution, and the moral, if any, 
are plain. It is legitimate to try out every new tool of research and see 
what it will do for us, but after these trials have been made it is non- 
economy to use a tool for purposes to which it is ill-adapted. Much 
labor may be wasted on statistical investigations which only result in a 
mathematical statement, often with a misleading air of exactitude, of 
truths which everybody already knows. 

May I note, before closing, that I am confident that welfare economics, 
as well as descriptive economics, can, indeed must, make much use of 
statistics. For human welfare can to a very large extent be measured in 
objective terms—birth rates and death rates, morbidity rates, housing 
statistics, income statistics and cost of living statistics, educational sta- 
tistics, unemployment statistics, and a host of others. It is not at all in- 
conceivable that by sufficient care and ingenuity we could construct an in- 
dex or barometer of welfare, comparable in complexity if not in relia- 
bility with some of the business indexes now so assiduously put together. 
Whether the results would justify the labor I cannot say. 


Davip I. Green.—The aim of Mr. Kotany’s paper appears to be to 
develop a new and supposedly better criterion for determining which in- 
dustries should be left in private hands under the system of competition 
and which should be socialized, that is, assumed by public authority. The 
determining feature he finds is the operating ratio or the ratio of the 
cost of operation to the value of the total product. A railroad must turn 
over a large share of its earnings to pay returns upon the large fixed in- 
vestment. Therefore, the operating costs will be a comparatively small 
fraction of the total receipts. A still smaller proportion of the receipts 
of a water supply company would go to meet operating expenses. These 
then would be enterprises of low operating ratio. A wholesale fish mar- 
ket with little fixed capital and rapid turnover would use a much larger 
proportion of its receipts in meeting the operating costs for material and 
wages. It would therefore have a high operating ratio. If a sewer sys- 
tem were under private ownership, the receipts would go mostly to pay 
dividends upon the investment, and the operating ratio would be partic- 
ularly low. 

Mr. Kotany reasons that the public authority might supply the people’s 
needs at cost and thus save the profits, which now go to remunerate capital, 
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if it were not for t 1dded operating costs when an enterprise passes from 
competitive condit to public management. It is evident that when the 
investment is lar nd the operating expenses are only a minor element 
in the price, it does not matter so much whether the operating costs are 
efficiently handled or not $y foregoing any return upon the investment 
the public authorit ght make a lower price for the service in spite of an 
increased cost of operation 

By a process of deduction from a considerable number of assumptions 
and an interesting study of examples in the city of St. Louis the con- 
clusion is reached that enterprises having an operating ratio of 62 per 
cent or over should be left in the competitive system, and that industries 
having an operating tio of less than 45 per cent should be socialized. 

There is, of cou ibundant opportunity for argument concerning Mr. 
Kotany’s assumptions and estimates, but I shall take time only to attack 
the fundamental proposition that the operating ratio is the issue upon 
which the choosing of industries for socialization should depend. 

It seems to me that Mr. Kotany has gone astray by overlooking the 
fact that the use of capital is just as much a real cost as the use of 
man power or raw materials, and that government owned industry is under 
no less obligation to make a price that will cover the capital cost than 
one that will meet the operating expenses. If there is a sociological 
reason for making the price low, there is no necessity of stopping the re- 
duction at the price that will meet the operating expenses. In either case 
the deficiency may be made up from taxation. 

The supply of capital is limited and its use has a real value. From 
a social point of view it is by no means a matter of indifference whether 


electricity is supplied at eight cents by the city with no return to the 
capital invested or at the same price by a private corporation making a 


reasonable profit through efficient management. In the latter case the 
price would cover the whole cost—in the former case only a part. The 
whole case in favor of socializing industries of low operating costs is 
made to rest upon the false asumption that the use of capital is not a 


part of the actual cost under government ownership conditions. 
It is sometimes said that profits are not a part of cost but this is true 


only when the use of the capital is put among the other costs. As long 
as the supply of capital is limited and the use of it is productive its 
use will involve an opportunity-cost which must not be ignored. Pro- 


fessor Wieser made it clear over thirty years ago that all these valuable 
factors of production would need to be carefully economized even under 2 
completely socialized economy. 

As a matter of fact, the industries of low operating ratio which Mr. 
Kotany names are all such as have been successfully conducted by public 
authority; and those of high operating ratio which he mentions are all 
habitually left to private initiative. But that the operating ratio is 
not the controlling element may be shown by other examples which do not 
follow this rule. The postal service, for instance, is clearly a high 
operating ratio enterprise which no one wishes to have turned over to 
private initiative; and the supplying of tenements for rent is an enter- 
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prise of very low operating ratio which is left to private control without 
much demand for socialization. 

Mr. Kotany estimates the operating ratio of farming as high as 85 
per cent. It appears to me that we have a peculiarly good opportunity 
of distinguishing the operating ratio in this industry through the common 
practice of renting farms on shares. If the tenant supplies the labor and 
meets the other operating expenses for one half the products, it would in- 
dicate that the operating ratio in farming is as low as 50 per cent. Yet 
even the Russian communists seem ready to admit that farming cannot be 
successfully socialized. 

Recognizing the greater efficiency of private management, which Mr. 
Kotany confirms by an interesting first-hand study, we are still thrown 
back upon the old expedient of leaving industries to private initiative 
except those in which experience shows that competition fails to protect 
the public interests. It was observed long ago that a relatively large 
use of fixed capital, as in most public service corporations, was one of the 
features which made the sucessful working of free competition more dif- 
ficult. This seems to me to be the foundation for such correlation as ex- 
ists between the industries of low operating ratio and those calling for 
government control. But whether competition will work successfully in 
a given industry depends much more upon other considerations than upon 
the operating ratio. 
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,OUND TABLE DISCUSSIONS 


On Saturday , December 29, there were round table dis- 
cussions of (1) 7 rtation; (2) American Foreign Trade; (3) 
Economic The ') Marketing; and (5) Shop Rules and Unem- 
ployment Insura \ ich of these conferences there was a large 


attendance an 


ission. Condensed reports of four of 


these conferenc their respective chairmen, Emory R. Johnson, 
William Notz, ¢ Plehn, and L. D. H. Weld, are subjoined. The 
report of the fif n is to be printed in the American Labor 


Legislation Re 


TRANSPORTATION 
ry JoHNnson, Chairman 


The Round 


nsportation was attended by about twenty. 


The subjects sele liscussion were: 
1. The rule iking in the Transportation Act of 1920, and 
its relation t toration of railroad credit; 
2. The estal t store-door delivery” or organized collection 
and deliver by motor trucks at railroad terminals; and 
3. Railroad fr ht djustments. 
The discussion t topics was participated in by several members 
of the conferen taking most active part in the discussion were 


Messrs. ‘¥ W. Van Met »f Columbia University ; c. O. Ruggles, of Ohio 


State University; and J. H. Parmelee, Director of the Bureau of Railway 
Economics, Washing 4 

It seemed to be t pinion of the members of the conference that the 
rule of rate-maki1 t] ['ransportation Act of 1920 was sound in 
principle and should 1intained. It was believed that the provisions 
of this section ws lpful in bringing about the restoration of rail- 
road credit. It w ght, however, that this section of the Interstate 
Commerce Act would not prove adequate to the solution of the railroad 
problem confronting t ntry unless the section of the act providing for 
railroad consolidation should be carried out. It was believed that both 
the rate-making and | msolidation sections of the act would need to be 


effective. 


The discussion yrtance of organized motor transportation for 


the collection and d ry of railroad freight at terminals was especially 
suggestive. It was urged by several present that the establishment of 
organized motor transportation at terminals, or, as it is popularly called, 
store-door delivery, would be economical for shippers and consignees; 
would enable the ca to reduce the amount to be expended upon freight 
terminals in the future; and, by reducing the number of motor trucks on 
the city streets, would reduce traffic congestion. It was pointed out, how- 
ever, that the company or companies that took over this collection and 
delivery service would necessarily assume the responsibility of common 
carriers and that tl rates would be subject to public regulation. The 
suggestion was made that this organized collection and delivery service 
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in-city freight stations and freight houses, but that ultimately most in- 
city stations would be given up and freight would be transferred from 
cars to motor trucks at yards and houses outside of cities. 

There was but brief time for a discussion of freight-rate adjustments. 
It was pointed out by the Chairman that the problem involved the sim- 
plification and ultimate unification of class-rate scales, of which there are 
at present a very large number. Along with this movement for simplifica- 
tion of class-rate scales, which is already in progress, a study should be 
made of commodity rates with a view to putting them on a more logical 
basis and to the possible reduction of rates upon certain staples, such as 
farm products and fuel upon which the public welfare is vitally dependent. 
The possibility of any large reduction in wheat or coal rates at the present 
time was considered limited. It was believed, however, that a revision of 
class-rate scales could be made that would somewhat increase revenues from 
such rates and that the increase in revenues thus secured should be applied 
to the reduction of rates on certain basic commodities. 


AMERICAN FOREIGN TRADE 
W. F. Norz, Chairman 


The Chairman, Dr. W. F. Notz, called the meeting to order and after 
a few introductory remarks was followed by Dr. Worthy P. Stearns of the 
Federal Trade Commission. Dr. Stearns touched briefly upon the relation 
of American imports and exports to national income, the shifting of trade 
from Europe to the Orient, the government in international economic 
activities, business men’s organizations as auxiliaries of private enter- 
prises in the foreign field, the present status of our international credits, 
debits and credits in 1922, and the prospect for more satisfactory inter- 
national accounting. The sum of services and commodities (including 
imports) that become available each year may be accepted as the best 
available measure of national income, said Dr. Stearns. In 1903, of each 
$100 of this income, $5 were received in imports, and $7 were disposed of 
as exports. The relative importance of these two items increased very 
slightly in the next ten years. When our markets were again opened 
freely to the world in the year 1919, other countries took $12 out of each 
$100 of our national income in the form of exports, and our own imports 
increased to six per cent of the total. The latest figures, for 1922, show 
the purely temporary character of this abnormal development, the relative 
importance of exports falling considerably below that shown by pre-war 
figures, while imports dropped back to practically their pre-war status. 
Later on in his remarks, Dr. Stearns pointed out how Congress has shown 
an increasing interest in our international economic relations in recent 
years. The character and extent of the foreign trade promotion work 
undertaken by numerous and varied organizations of business men also 
received attention. The emphasis business men place on the effectiveness 
of our industries as a guarantee of success in foreign trade was noted. 
Data in regard to America’s international credits were likewise presented. 

Following the remarks of Dr. Stearns the discussion was continued by 
Mr. Frank R. Eldridge, Chief of the Far Eastern Division of the Bureau 
of Foreign and Domestic Commerce. The six principal countries of the 
Far East have increased the balance of their merchandise imports from 
Europe over their merchandise exports to Europe almost seven times since 
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readjustments in production may be made whereby more of the high- 
priced goods and fewer of low-priced goods may be produced. This read- 
justment is difficult because of the conservatism of the farming business. 
Hence, the farmer is hoping for some sort of political cure for his ills. 
There are even now some foreign markets ready to take agricultural produce 
at a price high enough to keep the farmer going. It will be a real service 
to find these and get the produce there in as direct a manner as possible. 

Commenting on some remarks made by a previous speaker Dr. Cesaro 
Longobardi, of the International Institute of Agriculture at Rome, stated 
that in his opinion a triangular trade between nations simply meant that 
different countries were specializing on producing those classes of goods 
which they were particularly qualified to produce, due to climatic con- 
ditions, abundance of natural resources, an adequate supply of the proper 
kind of labor, and other reasons. The discussion as to whether the 
triangular trade between the United States, Asia, and Europe was advan- 
tageous or disadvantageous to the development of markets for American 
commodities in foreign countries would therefore resolve itself, he said, 
into the old problem of free trade or protection. 

Dr. H. Parker Willis, Editor of the New York Journal of Commerce, 
spoke on the relationship of credit to foreign trade. He said that as long 
as American exporters continue their present policy of demanding only 
cash against documents, we cannot hope to build up a permanent foreign 
market. If we want foreign trade we must pay the price for it; we must 
be prepared to finance it. We are now refusing to assist our foreign 
purchasers and are demanding payments in advance. This, of course, 
discourages foreign trade. Any loans to foreign countries should carry 
with them a contract that the money be used for the purchase of American 
goods. 

Developing the points stressed by Dr. H. Parker Willis, Dr. Guillermo 
A. Sherwell, Acting Secretary-General of the Inter-American High-Com- 
mission, stated that American investors in Latin America frequently lack 
patience to wait for results. In dealing with Latin America it must never 
be forgotten that the essential condition for success is one of patience and 
time. We must learn their languages. We must not only study their 
habits and customs but live their lives and help them to develop. 

Dr. Toliff B. Thompson, of the University of Maryland, injected into 
the discussion some interesting factors bearing on the problem of the 
stabilization of currency. He pointed out how fluctuations in prices as ex- 
emplified in business cycles were enormously intensified by war conditions, 
and how such fluctuations affected foreign trade. 

The discussion closed with remarks by Dr. Glen Levin Swiggett, of 
the United States Bureau of Education, on the importance of training for 
foreign service. He said that training for foreign service must be broadly 
based. I would, however, as a national policy, defer specialization, and 
technical preparation may rightly be considered such, until quite late for 
those who can afford to prepare for foreign service in a more leisurely 
fashion. The problems in foreign trade are not those that relate to its 
conduct but rather to its purpose. As soon as our people see more clearly 
in respect to the latter we shall have a permanent national policy which 
will standardize and make less difficult its conduct. There are now re- 
porting through the United States Bureau of Eduction sixty-three higher 
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institutions with in preparation for foreign service. Only 
adequate knowledge « n field, of our own native resources, 
and of internati nable us to establish a dependable 
foreign trade pri vledge can be obtained only through 
wisely planned a1 s of study. 


IC THEORY 


HN, Chairman 


In the absence e name appeared on the program as 
Chairman of the I nomic Theory, the President took the 
chair. There wer ty or sixty members, filling the room 
to capacity Th pened by a question from Mr. Wolfe 
as to whether the le by the “business bureaus” furnished 
materials for the theoretical principles. Mr. Wright, of 
the Institute of | lies made by the United States Tariff 
Commision of the car. He stated that the costs of re- 
fining by different h year or in several years could be 
plotted on a curv t rm of an ogive, and that the market 
price covered all | ten per cent of the costs. 

Mr. Secrist exp] mpiled by his bureau relative to the 
cost of retailing, ly been published and have been the 
subject of publis! Mr. Taussig and others. He went at 
considerable lengt which take place from year to year 
in the relative pos nother taken by different firms. It ap- 
peared that a firm ra very high cost would not necessarily 
be eliminated by ght in subsequent years stand in a 
better position. Dickinson, Nelson, Adams, Anthony, 
and others joined n, and many questions were asked and 
answered, at least 

The discussion t juestion of the significance of private 
business accounts a sis where broad principles applicable 
to economic society ! ing sought. Mr. Fetter, in response 
to a call by Mr. D rent, setting forth his well-known views, 
to part of which Mr nted 
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Mr. Secrist’s studies by a question 
from the chair as 


ing of the distinction drawn in those 


studies between a « supply curve. Mr. Curtis suggested that 
in some cases expe? I »st would be a more satisfactory term. 

Mr. Sherman sta is observation that the by-products of 
investigations unde: 1dvisors to business concerns some- 
times proved moré nteresting from a theoretical standpoint 
than did the results ught 


ARKETING 


Wetp. Chairman 


The subject of t Round Table was “What Is the Proper 
Content of the Ge n Marketing?’’; and the discussion was 
led by Messrs. Paul E. Griffin, and L. S. Lyon. 

Mr. Converse report tudy that he had made on the amount of 
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time that ought to be devoted to various phases of marketing. He com- 
puted the average amount of space devoted to these subjects in textbooks, 
which are now being used as follows: 


Marketing functions and general discussion.............. 20% 
Marketing machinery and wholesale middlemen.... . 18% 
Physical marketing machinery............... 
Marketing problems and policies.......................+.. 38% 


Mr. Griffin emphasized the importance of keeping fundamental economic 
principles in mind in developing the course in marketing, thus continuing 
the student’s work in economic theory. He said that the first part of the 
course should explain why and that the second part should explain how. 

Mr. Lyon said that at first he had adopted the theory that it is best 
to begin the marketing course with a discussion of functions, but that he is 
inclined to the opinion that it is better to begin with a description of 
marketing processes, allowing the student to draw his own generalizations. 
He also emphasized the need of linking up the marketing course with 
economic principles with special attention to price-making factors. 

In the discussion that followed, the question was raised as to whether 
there should be any difference in the elementary course in marketing, 
whether offered in agricultural colleges, schools of commerce, or small 
colleges. Although it was agreed that there should be some differences in 
treatment, according to the class of students, it seemed to be the prevailing 
opinion that the same sort of elementary course should be offered, irre- 
spective of the kind of school in which the course is given. 

This opinion, as expressed by Mr. F. E. Clark, was based on the thought, 
first, that each class of students needs to know problems and methods in- 
volved in marketing all kinds of products; and, second, because students 
have a varied training and background and are likely to go into various 
fields of endeavor. Mr. Macklin believed that the content of the course 
depends largely upon the class of students to be taught, and he classified 
them into those who are likely to become experts in marketing, and those 
who will become a part of the general public. 

The extent to which descriptive material should be used in developing 
the course in marketing was considered, and it seemed to be the general 
opinion that a large amount of descriptive material should be used. It also 
seemed to be the prevailing opinion that the course should not open ex- 
clusively with descriptive material, allowing the student to draw his own 
conclusions, nor to deal at first entirely with fundamentals, bringing in the 
descriptive material later. In other words, the best method seems to be to 
start in with fundamental principles, illustrating them from the first with 
descriptive material. 

There seemed to be a general agreement that the problem of market 
prices underlies the course in marketing, and that, therefore, considerable 
attention should be given to the theory of prices in developing the course. 
It was brought out, however, that the need of teaching the students the 
fundamental principles and methods of marketing should not be sacrificed 
to an overdose of theory. 
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(2) The representatives of the American Economic Association on the 
National Council of Learned Societies, by Mr. Young. It was voted to 
adopt this report and to continue membership in the Council another year. 

(3) The representative of the American Economic Association on the 
National Council of Social Studies, by Mr. Kiekhofer for Mr. Marshall. 
The Association adopted this report and voted to continue its membership 
in the Council another year. 

(4) The representatives of the American Economic Association on the 
Joint Commission on the Presentation of Social Studies in the Schools, 
by Mr. Kiekhofer. This report was adopted, including the recommendation 
therein. 

(5) The representatives of the American Economic Association on the 
Joint Committee to Consider the Organization of a Research Council in 
the Social Sciences, by Mr. Secrist. It was voted to adopt this report and 
the resolutions therein. 

(6) The Special Finance Committee, by Mr. Westerfield. This report 
was adopted and the Committee continued for another year. 

(7) The Committee on Resolutions, by Mr. Haney. The resolutions 
given below were adopted: 

That the American Economic Association hereby express to Dr. Horace B. Drury, 
Chairman of the Local Committee, its appreciation of his very able management of 
the arrangements for its Thirty-sixth Annual Meeting. 

That the American Economic Association take this occasion to recognize the 
services of Dr. Harold G. Moulton, who, acting for President Plehn and his Program 
Committee, shouldered the responsibility of organizing a program for this meeting, 
which has maintained the high standards of the Association. 

That in view of its exceptional efficiency and the courtesy displayed by its staff 
in handling the large attendance at this meeting, the management of the New 
Willard Hotel be extended the thanks of the American Economic Association. 

That the Secretary of the Association be instructed to send a copy of the appro- 
priate resolution to each of those mentioned above. 


(Signed) Lewis H. Haney, Chairman 
B. M. ANpberson. 
J. S. Davis. 
Davip Frinpay. 
Cc. M. THOMPsoN. 


(8) The Committee on Nominations, by Mr. Willcox, who nominated 
the following officers for the year 1924: 

For President: Wesley C. Mitchell, Columbia University. 

For Vice-Presidents: Edmund E. Day, University of Michigan; Henry 
S. Dennison, Framingham, Massachusetts. 

For Secretary-Treasurer: Ray B. Westerfield, Yale University. 

For members of the Executive Committee: Glover D. Hancock, Wash- 
ington and Lee University; Harold L. Reed, Cornell University. 

For members of the Editorial Board: Abbott P. Usher, Harvard Univer- 
sity; Gordon S. Watkins, University of Illinois. 

For member of the Program Committee: Frederic B. Garver, University 
of Minnesota. 

The Secretary was directed to cast the unanimous ballot of the Asso- 
ciation for these nominees. He so acted. 
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and in the appropriate grades under that service as defined in that Act; that said 
committee be directed to prepare and file with the Personnel Classification Board, 
with the chairmen of the Committees on Civil Service of the two Houses of Congress, 
and with the President of the United States briefs on the proper classification of 
economic employees; that said committee be directed to prepare a report regarding 
what, if any, amendments to the Classification Act it may deem desirable to perfect 
the administration of said Act; and that said committee be hereby authorized to 
covperate with any committees of the American Statistical Association, the American 
Sociological Society, or the American Association for Labor Legislation which may 
be appointed for a like purpose. 
Adjourned. 
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REPORT OF 1 ETARY OF THE AMERICAN ECONOMIC 
ASS IN FOR THE YEAR ENDING 
EMBER 15, 1923 


In order to hed records complete, as well as to inform 
the members of taken by the Executive Committee during the 
year, the Secr . include the minutes of the meetings of 
the Executiv: December 30, 1922, and on March 17 and 
December 28, t will also include the certificate of incor- 
poration and tl he first meeting of the corporation. The 
minutes of the Executive Committee of December 30, 1922, 
have already be page 243 of the March, 1923, Supplement, 
Papers and Pr ['hirty-fifth Annual Meeting. (The Secre- 
tary read these 

Pursuant to t f the Executive Committee, the Secretary 
asked Mr. Walk ndertake the business necessary to incor- 
porate the Am \ssociation. At the suggestion of Mr. 
Hines there we the rvices of Mr. Edward A. Harriman, who 
is a member of t residing in Washington, as well as a mem- 
ber of the bar t of Columbia. Mr. Harriman speedily ar- 
ranged for the ir f t \ssociation in the District of Columbia. 

MINUTES OF EETIN Fr THE Executive CoMMITTEE OF THE 
rep Socrety, Marcu 17, 1923 

The last meeti: ve Committee of the unincorporated society, 
known as the Ameri Association, was held at the City Club, New York 
City, on March 17 t the call of the President. There were present: 
Messrs. Dewey, H ‘ Patterson, Seager, and Westerfield. The meeting 
was called to orde L.R.S§ er, who presided at the meeting. 

The minutes of Committee meeting of December 30, 1922, were 
read and approve 

On motion of M Vesterfield, seconded by Mr. M. B. Hammond, the 
following resoluti e 

Wuereas, it has s¢ e that the American Economic Association, here- 
tofore an unincory} 1 become a corporation under the laws of the 
District of Colum! 

WHEREAS, a cor en organized under the laws of the District of 
Columbia by the n imerican Economic Association; 

Resolved: That tl this society be authorized to turn over to the 
Secretary of suc! ull the records of this society, and to accept the 
receipt of such cor t y 

Resolved: That this society be authorized to turn over to the 
Treasurer of said i property of this society, and to execute any legal 
instruments necessa transfer, and to accept the receipt of said corpora- 
tion therefor; 

Resolved: That recognize said corporation as the legal successor of 
the unincorporated he same name to all intents and purposes. 


Adjourned. 


FICATE OF INCORPORATION 


We, the undersig: f the United States, and of the District of Columbia, 
desiring to associat 1 corporation for purposes authorized by Section 
599 of the Code of t ereby certify: 

First: The name ch the society shall be known in law is the 
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Second: The time for which it is organized is perpetual. 

Third: The particular business and objects of the society are as follows: 

1. The encouragement of economic research, especially the historical and statis- 
tical study of the actual conditions of industrial life; 

2. The issue of publications on economic subjects; 

3. The encouragement of perfect freedom of economic discussion. The Associa- 
tion as such will take no partisan attitude, nor will it commit its members to any 
position on practical economic questions. i 

Fourth: The number of its trustees for the first year of its existence shall be 
fourteen. 

In Wirness WuHeError we have made and signed the foregoing certificate this third 
day of February, 1923. 

Epwarp A. Harriman. 
Percy W. 
Lewis C. Gray. 
Francis WALKER. 


The above certificate was duly witnessed before John P. Cage, Notary 


Public. 


Minvtes oF THE First MEETING or THE CorPoraATION, Fesrvary 3, 1923 


The first meeting of the American Economic Association, a corporation organized 
under the laws of the District of Columbia, was held at the office of Mr. Edward A. 
Harriman, 735 Southern Building, Washington, D. C., Saturday, February 38, 1923, 
at 11 a. m., all of the incorporators being present, to wit: Messrs. Edward A. 
Harriman, Percy Wells Bidwell, L. C. Gray, and Francis Walker. 

The meeting was called to order by Mr. Harriman. On motion of Mr. Walker, 
seconded by Mr. Bidwell, Mr. Harriman was elected chairman of the meeting, and 
Mr. Gray was elected secretary of the meeting. 

On the motion of Mr. Walker, seconded by Mr. Bidwell, the following resolution 
was adopted: 

Wuereas, this corporation is the legal successor of the unincorporated society 
heretofore known as the American Economic Association, 

Resolved: That we, the incorporators of this corporation, hereby associate with 
ourselves as members of said corporation, from and after the date of this meeting, 
all the present members of said unincorporated society ; and 

Resotvep: That the following by-laws be adopted by this corporation. 


I. MemsBersHIp 


1. Any person interested in economic inquiry may, on the nomination of a mem- 
ber, be enrolled in this Association. 

2. There shall be four classes of members other than honorary; members paying 
an annual fee of $5.00; subscribing members paying an annual fee of $10.00; 
contributing members paying an annual fee of $25.00 or more; and life members 
comprising those members who contribute $200.00 or more in a single payment. 
Life members shall be exempt from annual fees. Members shall have each year the 
privilege of designating the class of membership they choose for that year. 

8. Foreign economists of distinction, not exceeding twenty-five in number, may 
be elected honorary members of the Association. 

4. Every member is entitled to receive, as they appear, all reports and publica- 
tions of the Association. 


II. Trustees 


The trustees of this Association shall not be less than fourteen or more than fifteen 
in number, and the Board of Trustees shall be known as the Executive Committee. 
The Board of Trustees shall be composed of the persons elected as the Executive 
Committee at the time and place and in the manner set forth in the following by-law 
providing for the election of officers. 
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OFFICERS 

The officers of the exception of Counsel, shall hereafter be 
elected at the al nsist of a President, two Vice-Presidents, 
1 Secretary. a 7 hose terms of office shall be one year; a 
Managing Edit be three years; six members of the 
Editorial Board e Executive Committee, and three mem- 
hers of the Pro erm of office shall be three years, and who 
sha he oO < 1 of the elected members of each com- 


each year; provided that the office 
of Secretary ar é ed by the same person. The Execu- 
tive Committee ent, the Vice-Presidents, the Secretary, 
the Treasurer. t three ex-Presidents who have last he ld 
office. and six <¢ ( nsel shall be elected by the Executive 
Committee and e bar of the District of Columbia. All 
officers shall hold ire chosen. 


OFrFICcERS 


l The Presid preside at all meetings of the Associa- 
tion and of the consultation with the Program Com 
mittee, shall prey nual meetings. In case of his disability, 
his duties shall d nts in the order of their election, upon 
the Secret iry, I 

2 The Secret rds of the Association and perform such 
other duti« is tI I vy assign to him. 

3. The Treasur e the custody of the funds of the Associa- 
tion, subject to t Committee 

t. The Execut e control and management of the funds 
of the corporati the list of officers, and may adopt any 
rules or regulati business not inconsistent with this con- 
stitution or with ual meetings. It shall act as a committee 
on time and place rform such other duties as the Association 
shall delegate to it t of five members. 

5 The Editor rge of the publications of the Association 
The Managing Ex member and chairman of the Editorial 
Board. 

6. The office of purposes shall be at the office of the 
Counsel in the Di gal process against the corporation may 


be served on said 


sn. Mrerine 


The annual meet I ill be held at such time and place as 
may be determins mmittee. Notice of such time and place 
shall be given by p r journal of the corporation, now known as 
the American Econ ten days prior to such meeting. The first 
annual meeting s! e, Rhode Island, on the 27th of December, 
1923, at nine o’cloc ordered by the Executive Committee. 


ENDMENTS 


Amendments, af ed by a majority of the Executive Com- 
mittee present at ed, may be adopted by a majority vote of 
the members pres« ting of the Association. 

irned 

The following changes brought about by the incor- 
poration of the A ublished on page 390 of the American 
Economic Revu 

According to the of the Association is not changed, the term 
of the charter is 1 e objects of the Association are the same 
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as those of the unincorporated society. The list of officers and their duties are 
unchanged, except that the new office of Counsel is created, the Counsel being elected 
for a period of one year by the Executive Committee. Mr. E. A. Harriman has 
been elected Counsel for the current year, and his office at 735 Southern Building, 
Washington, D. C., is made the legal domicile of the Association. The incorporators 
were Messrs. E. A. Harriman, P. W. Bidwell, L. C. Gray, and Francis Walker 
The number of trustees is fourteen, and it is provided that they be called the 
Executive Committee, which has the same composition as did the Executive Com 
mittee of the unincorporated society. The system of government is therefore prac 
tically the same as before incorporation. The Secretary calls the attention of the 
members of the Association to the fact that the incorporated Association is now in a 
position to receive and hold endowment funds and that these will be very helpful 
in financing the Association. 


Minvutes oF Meetine or Executive Commirree, Marcu 17, 1923 


The first meeting of the Executive Committee of the American Economic Associa 
tion, a corporation organized under the laws of the District of Columbia, was held 
at the City Club, New York City, March 17, 1923, at 10:30 a. m., pursuant to call 
of the President. There were present: Messrs. Dewey, Hammond, Page, Patterson, 
Seager, and Westerfield. The meeting was called to order by Mr. H. R. Seager, 
who presided at the meeting. 

On motion of Mr. R. B. Westerfield, seconded by Mr. D. R. Dewey, the following 
resolutions were adopted: 


Resolved: That Mr. E. A. Harriman, of Washington, D. C., a member of the bar 
of the District of Columbia, be elected Counsel of the corporation for the remainder 
of the current year; 

Resolved: That the Treasurer of this corporation be authorized to keep his 
account for the current year as a continuation of his account as Treasurer of the 
unincorporated society without opening a new set of books therefor, and that the 
audit of said Treasurer’s account at the end of the year shall include his account 
for tue fiscal year both as Treasurer of the unincorporated society and as Treasurer 
of this corporation. 

Voted: To authorize the Treasurer to pay the awards of the Second Karelsen 
Competition when and as the Committee on Awards make their report to the 
Secretary. 

The Secretary read a report of the Special Finance Committee from the Chair- 
man, Professor E. R. A. Seligman, and Acting Chairman, Professor J. H. Hollander; 
also a report of the Special Membership Committee from the Chairman, Professor 
F. S. Deibler. 

Voted: To authorize the expenditure of an additional amount of $500 or less by 
the Special Membership Committee during the current year. 

Voted: To authorize the Editor of the Amertcan Economic Review to expend 
an amount not exceeding $500 as he shall find it expedient for contributions, re 
views, etc., to promote the interests of the American Economic Review. 

Voted: To direct the Secretary to communicate with the American Statistical 
Association as to the advisability of establishing a joint committee on a clearing 
house or placement bureau and to authorize the President to appoint such committee 
if it is found advisable. 

Voted: To adopt the report of the Committee on Rules and Regulations Govern- 
ing Prize Fund Contributions as follows: 

In order that the American Economic Association may pursue a con- 
sistent policy in accepting prize fund contributions and conducting prize 
competitions, the following terms and conditions are adopted to govern 
the Association’s conduct in this regard: That the American Economic 
Association may receive prize fund contributions, provided: 

1. That the contributions be outright gifts and in the form of cash or nego- 
tiable notes, and be actually received before the Association proceeds to 
announce and advertise the competition; 

2. That the Association be given free and unrestricted control over the 
conduct of the competition, including announcements, advertisements, selection 
of judges, directions to competitors, and awards of prizes; 
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university; and (2) an amount of $400 for the best essay submitted by 
an undergraduate at any American university. The judges are Professors 
Irving Fisher, George F. Warren, and Alvin H. Hansen; and the manu- 
scripts must be sent to the Secretary by October 1, 1924. During the 
present year the Secretary has circularized all American teachers of eco- 
nomics and statistics who are members of the Association, the presidents, 
deans, and chairmen of the economics departments of American universi- 
ties; and all the college newspapers, with a view to bring this prize com- 
petition to the attention of prospective competitors. 


Mrinovtes or Seconp Meetino or Executive Commirrer, Decemprr 27, 1923 


The second meeting of the Executive Committee of the American Economic 
Association, a corporation organized under the laws of the District of Columbia, 
was held at the Cosmos Club, Washington, D. C., December 27, 1923, at 8:00 a. m. 
There were present: Mr. Plehn, Presiding, and Messrs. Dewey, Ely, Fairchild, Page, 
Taylor, and Westerfield. 

Voted: To authorize the Secretary and the Editor of the American Economic 
Review to arrange with applicant foreign university libraries for exchanging current 
copies of the American Economic Review for copies of foreign books and periodi- 
cals, or for services deemed useful to the Association. 

Voted: To give the libraries of the Imperial Universities of Tokyo and Yokohama 
each a set of the publications of the American Economic Association as nearly 
complete as possible. 

Voted: To renew for another year the free subscriptions to the American 
Economic Review voted last year to certain European economists. 

Voted: To decline the application of the American Peace Award to participate 
in their national referendum in January, 1924. 

Adjourned. 


MINUTES oF THE THmp Meetine or Executive Commirrer, Decemprr 27, 1923 


The third meeting of the Executive Committee of the American Economic Associa- 
tion, a corporation organized under the laws of the District of Columbia, was held 
in the New Willard Hotel, Washington, D. C., December 27, 1923, at 10:00 Pp. m. 
There were present: Mr. Plehn, presiding, and Messrs. Davenport, Ely, Fairchild, 
Hammond, Millis, Page, and Westerfield. 

The minutes of March 17 and December 27 were read and approved. 

Voted: To decline the invitation of the National Conference of Social Work 
to the American Economic Association to join the Conference. 

Voted: To express the appreciation of the services of Mr. Deibler and his 
assistants on the Special Membership Campaign Committee, particularly Messrs. 
Brindley, Chase, Cross, LeRossignol, Ruggles, Tyson, and Watkins, and the hope 
that he will continue this work another year. 

Voted: To nominate Mr. Dewey as the representative of the American Economic 
Association on the Committee of the Social Science Research Council on Social 
Science Abstracts. 

Adjourned. 


During the year the Secretary of the Association made the following 
appointments: Messrs. James A. Field, Fred G. Tryon, and Francis 
Walker to act as delegates of the Association to the conference held at 
Philadelphia, on November 16 and 17, by the American Academy of 
Political and Social Science to discuss the coal question; and Mr. Percy 
W. Bidwell to represent the Association at the inauguration of President 
William M. Lewis, of George Washington University, on November 7. 
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Che following s in membe rship that occurred dur- 
ing the vear end date the books closed: 
Membet d su 3,045 
Annu member . 2,296 
Meml one 55 
Removed 22 
Me 64 
Ant i me 2 
Ar 16 159 
2,137 
Ne 2 
rot 2,479 
Lif 102 
| ait 
Lack of 
Died 5 6 
96 
Annu 2 
lot t 98 
Hon r be 
New | F 2 
I 2,587 
Subscrib in D 639 
Subds¢ dl 54 
585 
Ne l 118 
lot 703 
l'o é be r, 1923 3,290 
Net gain, 19 245 
The Special M n Committee was well organized by 
Chairman Deil ve been very successful. Since De 
cember 15, five 1 ) received, in addition to the 342 re 
ported before that t with several other persons nomina- 
ted by members ; well under way at the Secretary's 
office, and it is ex} berships will result. The net gain of 
245 members and largest for any year since 1912 and 
is more than twi r 1922; in 1923 there were 464 additions 
and 219 removal 2 there were 370 additions and 252 
removals; the de largely explained by the changes in the 
general economic untry 
The following he changes in the combined membership 
and subscription 1923 
Membership, ad 1,702 
Additions i , 112. Net gain, 702. Total, 2,404 
Additions ji 229. Net gain, 311. Total, 2,715 
Additions in , 473. Net loss, 202. Total, 2,513 
Additions in , 238 Net loss, 44. Total, 2,469 
Additions , 28] Net loss, 25. Total, 2,444 


Additions in , 274 Net gain, 45. Total, 2,489 
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Additions in 1917, 385. Removals, 274. Net gain, 111. Total, 2,600 
Additions in 1918, 374. Removals, 296. Net gain, 78. Total, 2.678 
Additions in 1919, 311 Removals, 275. Net gain, 36. ‘Total, 2,714 
Additions in 1920, 391. Removals, 239. Net 
Additions in 1921, 312. Removals, 251. Net 
Additions in 1922, 370. Removals, 252. Net 
Additions in 1923, 464. Removals, 219. Net 


ain, 152. Total, 2,866 
ain, 61 Total, 2,927 
ain, 118. ‘Total, 3,045 
rain, 245. Total, 3,290 


Changes in Thirteen Years 
Additions, 5,101 Removals, 3,513 Net Gain, 1,588 
Since 1911, average net gain per year 122 
Since 1915, average net gain per year l 
The Secretary has codperated with the Special Membership Campaign 
Committee to the best of his ability, not only in handling the ordinary 
routine of procuring and entering new memberships on the records, but 
also acting as chairman for the state of Connecticut and circularizing long 
lists, including the advertising agencies, advertising managers and chief 
advertisers of the United States, the Connecticut insurance companies, the 
principals of Connecticut high schools, ete. 
The following deceased members have been stricken from our member- 
ship list during the year: 


R. V. Arnoip Frank E. Kerr 

Henry CiLews Dantet Kops 

Tuomas De Wirt CvyLer Ricuarp C. Lappin 

Cuarites A. Dean (Life Member) Epwin S. Marston 

Carrot, (Life Member) Revren A. Meyers 
Stuyvesant Fisu (Life Member) A. F. Morrison (Life Member) 
Stewart C. GaILey Joun J. Perrisoun 

Morris KinGMAN Nort Rospins 

Joun T. Guuick (Life Member) A. D. Scorr 

Wittiam J. GuNNELL Gorpon C. Wurre 


Peter J. Kane 

Some special activities of the Secretary’s office that have required much 
time are the editing of the March Supplement containing the Papers and 
Proceedings of the Thirty-fifth Annual Meeting, the publicity given to the 
Babson Prize Competition, and the preliminary announcement of the An 
nual Meeting at Washington. 

The Secretary takes this opportunity to thank Messrs. Drury, Moulton, 
Page, and others here at Washington for their able and unstinted help 
in handling the program and local accommodations of this Annual Meeting. 


Respectfully submitted. 


Ray B. Secretary. 
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REPORT OF 1 OF THE AMERICAN ECONOMIC 
ASS HE YEAR ENDING 
1923 


To reduce tl the office of the Secretary and 
Treasurer in tl preceding the Annual Meeting 
the books of tl ear on December 15, rather 
than on the tw This report, therefore, covers a 


period five day following exhibit presents the 
cash receipts ‘rican Economie Association for 
this period I} I nterpreted in connection with the 
balance sheet 1 by the Auditing Committee 
and with the r AmerIcAN Economic Review. 
XPENDITURES 
Cash on hand De $ 6,032.68 
Membership Due $11,416.73 
Subscription 3,695.51 
Sales of Publicat 1,179.20 
Interest 1.303.5 
Membership Exte 3,750.00 
Babson Prize Fu 1,500.00 
Life Membershit 240.00 
Deficit Fund Pledg 3.00 
Subscribing and Con 360.00 
Profit and Loss 17.84 
23,465.82 

— $29,498.50 
Dues to Amer. Cou S$ 120.30 
Expenses of Com! 95.10 
Furniture and Fix 118.51 


Investments 


2,914.62 


Paper Stock 1,667.97 
Publications 
Review Printing 945.26 
Review Editori 00 
Review Expense 087.95 
21 
Proceedings 431.00 
Sundry Publicat 114.83 
9,079.04 
Babson Prize Fund 171.15 
Refunds on public 75.34 
Interest accrued ex 35.34 
Membership Exte 541.84 
Secretary’s Office 
Traveling Expen 5.85 
Office Salaries 783.41 
Stationery and Of 86.70 
Office Supplies 59.80 
Office Postage 14.65 
Telephone ind ‘T 109.39 
Express and Cart 50 
Annual Meeting 138.87 
Miscellaneous Exy 95.45 
3,794.62 
Insurance 56.00 
Storage of Publicat 187.50 
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Report of the Treasurer 167 
Cash on hand, December 20, 1923 
First National Bank—Savings Account........... 4,913.73 
First National Bank—Checking Account.......... 2,293.81 
10,641.17 
$29,498.50 


On January 24, the Treasurer followed the instructions of the Executive 
Committee under date of December 28, 1922, by selling $2000 Republic 
of Haiti External 6’s and buying $2000 Bell Telephone of Pennsylvania 
5's, January, 1948. On January 13, he bought $1000 Louisville Gas and 
Electric First 5’s, 1952, and on February 9, $2000 Pacific Gas and 
Electric Company 51/,’s, December, 1952. These operations were ap- 
proved by the Executive Committee on March 17. 

At the time of incorporation the Executive Committee of the unincor- 
porated American Economic Association authorized the Treasurer to turn 
over all its property to the Treasurer of its recognized legal successor, the 
incorporated American Economic Association. The Executive Committee 
of the incorporated Association authorized its Treasurer to keep his account 
for the current year as a continuation of his account as Treasurer of the 
unincorporated society without opening a new set of books therefor, and 
declared that the audit of the Treasurer’s accounts at the end of the year 
should include his account for the fiscal year both as Treasurer of the 
unincorporated society and as Treasurer of the corporation. These pro- 
visions have been adhered to. 

The Special Finance Committee procured subscriptions amounting to 
$2,450 for 1923, $2,200 for 1924, $2,200 for 1925, and $100 each for the 
years 1926 and 1927. The Treasurer has received full payment of the 
$2,450 subscriptions for 1923, $750 on the 1924 subscriptions, and $550 
on the 1925 subscriptions, a total of $3,750. The Treasurer also received 
$1,500 from Mr. Roger W. Babson to cover the prizes, publicity expense, 
honoraria for the judges, and cost of publishing the prize essays in the 
Babson Prize Competition. 

The assets of the Association at present include a commercial bank 
balance of $2,303.81, savings accounts of $8,337.36, and investments of 
$17,556.70 valued at cost. The Karelsen prizes of $1,750 will be paid 
the coming year and possibly the Babson prizes amounting to $1,050 if 
the judges announce the award before the end of the fiscal year. 

The net income from membership dues this year was $11,618.48 as 
compared with $10,898.60 in 1922, the difference being caused (1) by the 
new memberships gained largely through the activities of the Special 
Membership Campaign Committee; and (2) by the receipt of $360 from 
subscribing and contributing members. The number of members who 
availed themselves of the opportunity to become subscribing or contri- 
buting members, classes introduced by the amendment last December to 
the Constitution, has been disappointing. The income from interest on 
investments and bank balances increased by approximately $300 over the 
amount for 1922. 

The cost of operating the office of the Secretary and Treasurer de- 
clined from $4,533.26 in 1922 to $4,158.57, the chief economies being in 
salaries and postage; and the total publication expense declined from 
$11,303 in 1922 to $10,884 in 1923, but this difference is largely explained 
by the fact that the Handbook was published in the former year; in fact, 
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the cost of publis 


$7,980 to $8,620 


The net incom 
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$300 larger than 
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budget allowed 
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Ray B. WesTERFIELD, Treasurer. 
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REPORT OF THE AUDITING COMMITTEE 
New Haven, Connecticut, December 21, 1923 
To the American Economic Association: 

We have examined the books and accounts of the American Economic 
Association, Incorporated, for the fiscal period December 21, 1922, to 
December 15, 1923, and find that the balance sheet presented below and the 
accompanying relative income statement and surplus account are correctly 
prepared therefrom. 

Paper stock and investments in securities have been valued at cost, and 
we have verified the investments and cash by actual inspection or by cer- 
tificates from the depositaries. The reserves for membership dues re- 
ceivable and for other receivables are, in the opinion of the Committee, 
sufficient to care for defaults. “Life Memberships,” in so far as availa 
ble records permit, has been adjusted to agree with the accountability for 
actual payments made by living life members. 

We certify, as members of the Auditing Committee, that, in our opinion, 
the balance sheet is properly drawn up so as to show the financial position 
of the Association on December 15, 1923, and the accompanying relative 
income statement fairly states the results for the fiscal period beginning 
December 21, 1922, and ending December 15, 1923. 

Respectfully, 
A. H. ARMBRUSTER. 
W. J. Cooper. 
J. D. 
J. E. McDonoveu. 
Auditing Committee. 
BaLance Sueet as at Decemser 15, 1923 


Assets Liabilities 
Cash in New Haven Bank and Membership Dues Prepaid $ 524.75 
...$ 2,303.81 Special Membership 
Cash in Savings Accounts: Campaign Fund Con- 
Central Trust Company, tributions ........$3,750.00 
Cambridge, Mass .$3,423.63 Less Campaign Ex- 
First National Bank, penses . 541.84 
New Haven, Conn. 4,913.73 - —$ 3,208.16 
— 8,337.36 Karelsen Prize Fund 
Membership Dues Re- Babson Prize Fund 
ceivable .......... . 1,803.75 Contribution .....$1,500.00 
Less Reserve for Less Publicity Ex- 
Membership Dues pense ; 171.15 
Receivable ....... 500.00 a 1,328.85 
— 803.75 Life Memberships 5,925.00 
Subscriptions 
Rec. ......$214.63 
Accounts 
Rec. ...... 99.85 
——$ 313.98 


Less Reserve for 
Doubtful Receiv- 


233.9 
Furniture and Fixtures..... 431.16 


$29,724.48 $29,724.48 
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In 

Ordinary Income 
Membership Du 
Less Defaults 


ng and 


Subscribir 


Interest: 
On Investment 
On Bank Dep 


Sundry Profit 
Ordinary Outgo: 


Office Salaries 
Traveling Expen 


Stationery and Offi 


Postage 

Office Supplies 
Telephone and 17 
Expressage 
Annual Meeting 
Americal Counci 
Miscellaneous 
Expenses or Lo 


Excess of Ordi 
Publication Outgo 

Printing 
Editorial 
Editorial Expenses 
Proceedings 
Sundry Expenses 
Storage of Public 
Insurance 


Publication Income 
Subscriptions 
Less Defaulted 


Sales of Publicat 


Excess of Publica 
Net Surplus for p¢ 


Balance, December 
Deduction: 

An amount nec 

agree with act 

life members 


Additions: 
An amount tral 
moval of life 
Payment of 1921 
Net Surplus as 
for the fiscal 
ing December 


Surplus per Balance 


Association 


Ewnvep Decemper 15, 1923 


$11,811.92 
553.44 
$11,258.48 
Dues 360.00 


$11,618.48 
951.04 


348.54 
— 1,299.58 


$ 2,775.16 
5.85 


86.70 
214.65 
59.80 
107.79 
50 
438.87 
120.30 
253.85 
95.10 


4,158.57 


$ 8,806.95 

$ 5,032.59 
1,500.00 
2,087.95 
1,906.05 
114.83 
187.50 
56.00 


$10,884.92 


$ 3,893.57 

145.18 
——$ 3,748.39 
924.42 


$ 4,672.81 


DecemBer 15, 1923 
$15,959.88 
Memberships so as to 
r amounts paid by living 
: 2,225.00 
$13,734.88 
Memberships due to re- 


mber 21, 1922, and end- 

. 2,594.84 
3,252.84 
$16,987.72 
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REPORT OF THE MANAGING EDITOR OF THE AMERICAN 
ECONOMIC REVIEW FOR THE YEAR ENDING 
DECEMBER, 1923 
The cost of the Review during the past year was $8,620.54, as com- 
pared with $7,980.05 in 1922. ‘This is an increase of $640.49. Of this 
amount, $237.31 was due to an increase in printing, occasioned by publish 
ing 48 more pages. The cost of clerical service increased by $280, in 
part due to a special situation in the editor’s office which is not likely to be 
repeated this year. The supplic S were $123.09 more this year, due largely 

to the purchase of a new Noiseless typewriter. 
By principal items the cost of the Review during the past year has 
been as follows: 


Clerical assistance ...... ... 1,650.09 


The following estimate of cost for next year, based upon printing 800 
pages as during the past year, and the same number of copies as now 
printed, approximately 3,750, is submitted: 


Reprints, postage, etc. .......... asa 500.00 


During the past year no payments have been made to contributors. 
This makes the third year of the present policy—a policy which your 
managing editor believes is unwise. The Executive Committee last spring 
authorized the payment of $500 for the year at my discretion. In- 
quiries in the latter part of the year indicated that if this was drawn upon, 
the treasury of the Association might suffer, and consequently it was de 
cided not to take advantage of this appropriation. Moreover, it was diffi- 
cult to exercise a policy of discrimination in determining to whom pay- 
ments should be made. It is my earnest hope that the Executive Com- 
mittee may find some way during the coming year of increasing the finan- 
cial strength of the Association so that payments can be resumed. For- 
merly $1,500 was appropriated for this purpose, but in many years less 
than $1,300 was expended. While the compensation which was formerly 
made was by no means adequate for the labor involved, there was at least 
a form of recognition by the officers of the Review that a service had been 
rendered. At the present time we are obliged .to rely entirely upon the 
good-will of the writers. While the good-will may be present, it is an 
embarrassment to call upon these members so frequently without a slight 
pecuniary recognition of the services rendered. 

The following persons have served as editors during the past year: 
Professor David A. McCabe and Professor O. M. W. Sprague, whose 
terms expire this year; Professor B. H. Hibbard and Professor G. A. 
Kleene, whose terms expire in 1924; and Professor J. E. Le Rossignol 
and Dr. W. W. Stewart, whose terms expire in 1925. 

There have been several changes in the abstracting of periodicals. 
Professor William O. Weyforth, of Johns Hopkins University, has under- 
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taken the abst 
in place of Pr 


a year Miss M 


served for a yé 
of the Universit 
tistics in place 
who served 1Or 


+ 


University, sl 
after nearly th: 
fessor Selig P« 
of periodicals 


had charge of 


work. During t 
tion of the Rev 


document notes 

nded are 
tents and cost 
given. 


Year rticles 
1911 342 
1912 
1913 347 
191 327 
1915 314 
1916 388 
1917 378 
1918 372 
1919 373 
1920 387 
1921 331 
1922 293 
1923 298 

Pri 
Year incl 

papt 
1911 $2,49 
1912 3,220 
1913 3,328 
1914 3.023 
1915 | 2,834 
1916 3,257 
1917 3,762 
1918 3,497 
1919 5.049 
1920 6.656 
1921 5,646 
1922 4,795 
1923 5.032 


Includes $136.15 


{ssociation 


the field of Money and Banking 

who served in this position for about 
ken the place of Mr. Gregg, who also 
Shipping Professor Bruce D. Mudgett, 
bstracting in the department of Sta 
Secrist. of Northwestern University, 

or Morris A. Copeland, of Cornell 
siten H. Hamilton, who left the work 


Theory. In the next number Pro- 
University, will begin the abstracting 
labor. as Professor McCabe, who has 


ilmost four years, is giving up the 
persons have cooperated in the prepara- 
.ding articles, communications, reviews, 


tract 


les showing the distribution of con- 

in continuation of tables previously 

Davis R. Dewey, 
Managing Editor. 


ven To Eacu SEctTION 


: 10 & 978 
186 41 11 1038 
167 43 8 1078 
166 35 10 1030 
144 42 14 1003 
140 16 13 1024 
120 42 15 984 
99 41 17 906 
95 47 12 948 
122 2 15 936 
117 38 11 772 
124 37 13 752 
113 43 14 800 
EXPENDITURES 
| 

Clerical Supplies Totals 
$865.50 $413.51 | $6,730.59 
50 794.58 292 .68 6,922 .90 
26 983.09 325.10 7,404.55 
5 1.236.29 459.18 7,531.34 
0 00 1.171.87 286.86 7,003 .46 
1,173.93 339 86 7,694 .06 
7 1.151.30 326.01 8,006.68 
13.25 1,260.06 332.73 7,793.73 
1.50 1,325 .93 347 .84 9,454.77 
75 1,595.64 307.20 11,181.90 
) 1,472.50 319.97 9,003 .94 
1,370.00 314.77 7,980.05 
1.650 .09 437.86 | 8,620.54 
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REPORT OF THE SPECIAL COMMITTEE ON FINANCE OF THE 
AMERICAN ECONOMIC ASSOCIATION 


At the last annual meeting it was voted that the special committee on 
finance be continued with power to add to its members. The particular 
aim of the committee was to raise a guarantee fund for three years which 
would help to tide over some of the existing financial difficulties. 

Official notice of the continuation of this committee was received by the 
chairman in a letter, dated January 11, 1923. On January 20 of the 
same year he was compelled to leave for Europe on some work connected 
with the League of Nations and he returned only a short time ago. Under 
the circumstances, there was time only for him to arrange for the sending 
out of letters to the donors of the previous fund and to ask former Presi- 
dent Hollander to accept the office of vice-chairman and to act as chair- 
man of the committee. 

As a result of the committees’s efforts the sum of $3,750 was received, 
together with the promise of additional subscriptions. At this writing, 
owing to the absence of some of the subscribers in Europe, it is not en- 
tirely clear as to whether the sums received represent an annual sub- 
scription or a subscription for two or more years. But it may be said 
that a fair interpretation of the letters received leads to the conclusion that 
the subscription for 1923 is between $2,450 and $3,050, and that the sub- 
scriptions for each of the remaining two years of the three-year period 
will amount to at least $2,500. With the gradual improvement in our 
finances these sums will no doubt prove to be sufficient to accomplish the 
purpose for which they were intended. But if this should prove not to 
be the case, the committee thinks that it will not be a matter of insuperable 
difficulty to increase the fund. 

Respectfully submitted. 

Epwin R. A. Sevieman, Chairman. 


REPORT OF THE MEMBERSHIP COMMITTEE 


The detailed growth of the membership of the Association appears in 
the report of the Secretary. It will be sufficient to call attention to the 
fact that the increase in membership is the largest since 1912. It would 
appear, therefore, that the campaign has been a success and has justified 
itself. The organization has been continued as reported last year. In 
each state a committee has been organized and in some of the more popu- 
lous states two committees. These committees have presented the de- 
sirability of membership in the Association to carefully selected indi- 
viduals in their respective communities. The success of the plan is evident. 
In those communities where a personal interest was taken by the members 
of the committees, the increase in membership is most marked. The most 
effective appeal is a personal one. This leads me to say that all mem- 
bers of the Association, who are in academic work or are engaged in re- 
search work of some kind, whether with the government, or with private 
industries, can during the year bring the activities of the Association to 
the attention of some persons likely to be interested to the extent of join- 
ing. It is membership of this character that is permanent, and I take this 
opportunity to make a plea to all members of the Association so situated 
to bring the advantages of membership to one or more persons. 
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ynvey my appreciation to all members 
t the country for their coéperation. 
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persons: Dr. Chase in Washington, 
ania: Professor Ruggles in Ohio; 
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F. S. Dersier, Chairman. 
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Invitations to join have been sent also to the American Historical Asso- | 
ciation, the American Anthropological Society, and the American Psycho- 
logical Society—none of which have yet taken definite action. 

At present the list of associations and their representatives in the Council 
stands as follows: 


American Economic Association: 

Horace Secrist, Northwestern University 

Westey C. Columbia University 
American Sociological Society: 

J. L. Griuin, University of Wisconsin 

F. Stuart Cuapin, University of Minnesota 
American Political Science Association: 

Rosert T. Crane, University of Michigan 

Cuartes E. Merriam, University of Chicago 
American Statistical Association: 

W. F. Wittcox, Cornell University 

E. E. Day, University of Michigan 

H. L. Rrerz, University of Iowa 


Mr. Charles E. Merriam is President of the organization, and Mr. 
Horace Secrist is Secretary. 


III. Work of the Council in 1928 


Since the appointment of our representatives the Council has held 
three meetings, of which Mr. Secrist has attended all and his colleague 
one. The chief projects under consideration at these meetings and the 
chairmen of the committees in charge are as follows: 


| 

1. A survey of the scope and methods of existing social service research agencies 
—Chairman, Horace Secrist, Northwestern University. 
2. An abstract of social science literature—Chairman, F. Stuart Chapin, Univer- | 
sity of Minnesota. 
3. Publication of an annual index and digest of session laws—Chairman, Joseph P. | 
Chamberlain, Columbia University. | 


IV. Recommendations by the Council Requiring Action 


In order to secure uniformity of representation among the several asso- 
ciations which have created it, the Social Science Research Council sub- 
mits the following recommendations for adoption by such of the Associations 
as may approve: 


for a term of three years, one member retiring each year. 
2. That the following resolution be concurrently adopted: 
Wuereas, It is desirable to obtain active codperation between the American 
Historical Association, the American Economic Association, the American Socio- 
logical Society, and the American Statistical Association for the purpose of pro- 
moting and codrdinating teaching and research, and for furthering the development 
of research methods in the social studies, 
Resolved, That this Association authorize the appointment by the president of 
each association of three representatives for a period of three years, one retiring 
each year, who shall constitute with similar representatives from any of the societies 
above named a Social Science Research Council to carry out the purposes above 
stated. 


| 
1. That three members be appointed by each of the constituent organizations | 


A second resolution is submitted in support of the plan for the publi- 
cation of an annual index and digest of state session laws under the 
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irrent month contains the report of 
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r.ccessible it is unnecessary to burden 
ociation with a detailed recital of the 


Studies has revised its constitution 
rested a year ago. Its governing body 
d of four elected officers; the Editor 


ntatives from the National Associations 


nee, Sociology, and Geography; and 
ations of teachers. There are twenty 
‘Yr appropriate modification in the mem- 
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promote the association and coéperation 
school administrators, supervisors, teachers 
ted in obtaining from the social studies the 
hip. The National Council will especially 
tudy and investigation, experiment and 
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igency for disseminating information and promoting discussion in a scientific spirit, 
but without endorsing any particular program of studies or pedagogical method 
The only issue before our own Association at this time is that of con 
tinuing our membership in the Board of Trustees of the National Council 
The National Council has made the changes in its constitution that we r 


garded expedient. It has just closed a useful and successful year’s work 
Its increasing membership (now about 1200) and its growing resources 
promise greater usefulness for the future. In view of these facts I recom 


mend that the American Economic Association continue its membership on 
the Board of Directors of the National Council. 
Respectfully submitted. 
L. C. 


REPORT OF THE JOINT COMMISSION ON THE PRESENTATION 
OF SOCIAL STUDIES IN THE SCHOOLS 
INTRODUCTION 

This statement of the distinctive contributions of history, economics, 
political science, sociology, and geography to a school curriculum organized 
around social objectives was prepared by the Joint Commission on the 
Presentation of Social Studies in the Schools. The composition of this 
Commission is indicated by the signatures below. 

In its earlier work the Commission sought to formulate statements of: 
(1) the purpose of the social studies in the schools, and (2) the distinctive 
contribution of each field of social study to that purpose. Later it came 
to believe that the fundamental issue was somewhat broader; that what was 
needed was a series of statements of the distinctive contributions of all the 
main fields of study (including, for example, the natural sciences and the 
languages) to a school curriculum organized around social objectives. The 
accompanying formulation has been drafted in terms of this broader outlook. 

The Joint Commission has tried to secure a consensus of expert opinion 
concerning the distinctive contributions of the studies which appear in this 
document. It made preliminary inquiries from 100 historians, 100 political 
scientists, 100 geographers, 100 sociologists, and 160 economists. It then 
sent out to committees of 100, for further suggestions and criticisms, a 
tentative formulation of the distinctive contribution of each field. On the 
basis of the replies received, the representatives of each field worked out, 
in codperation with the other members of the Joint Commission, a second 
tentative formulation. This was sent to all members of the societies con 
cerned and, after allowing time for replies, the Joint Commission again 
met and worked out the formulations set forth in this document. 

Three of the four meetings of the .foint Commission and the printing of 
this report were made possible by financial assistance from the Common- 
wealth Fund. 

For the American Historical Association: 

E. Lincersacn, University of Pennsylvania, Philadelphia, Pa. 

A. M. Scuuesincer, The State University of Iowa, City, 
For the American Economic Association: 

W. H. Kiexnorrer, University of Wisconsin, Madison, Wisconsin 

L. C. University of Chicago, Chicago, Illinois 
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For the Americar 
R. G. 
W. J. SHEPARI 

For the Americar 
R. L. Finney, | 
E. C. Hayes, [ 

For the National 
R. D. CaLkins 
EpitH ParKER 

For the Associati 
L. C. MarsHa 
C. O. Ruaa.es, 
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of those human activities, decisions, and achievements which lie behind our 
present-day institution and problems. It makes intelligible the constant 
references to people and conditions of the past in literature, speeches, public 
discussions, and in the daily press. It affords training in the collecting 
and weighing of evidence. It furnishes a body of materials for the other 
studies for comparison and construction. 

History supplies the necessary background for an appreciation of much 
that is best in literature and art. It gives more interest to travel. It 
develops fair-mindedness by showing how loyal citizens have honestly 
differed on public questions. At the same time, it stimulates an intelligent 
patriotism by familiarizing young people with the history of their own 
country and its place in the world. 

History is to society what memory is to the individual. It is the record 
of the accumulated experience of the past and serves as the key to the 
storehouse of human experience for the guidance of man in dealing with the 
problems of the present. 


The Distinctive Contribution of Economics 


The distinctive contribution of economics to a school curriculum organized 
around social objectives is the understanding it gives of the processes by 
which men get a living. A very large part of human activity is devoted to 
the process of getting a living. One of the most significant things about 
our world is the fact that nature does not gratuitously supply all, or even 
many, of the commodities and services desired. In consequence, we “‘strug- 
gle” to get a living; we learn to “economize’”’ (in the broadest sense of that 
term) in the selection and utilization of effective means of gaining desired 
ends. These activities are our economic activities. They are carried on 
largely in group life and, even when most individual, are affected by group 
life. Economics, then, promotes a realization of what it means to live 
together and an understanding of the conditions essential to living together 
well, because it helps to explain the organization and functioning of an 
evolving society from the point of view of the social processes of making 
a living. 

Economics sets forth, for example, certain aspects of our specialization, 
our interdependence, our associate effort, our technological struggle with 
nature, our pecuniary organization of the production and sharing of goods, 
our utilization of labor under the wage system, our market exchange, our 
international economic relations, our scheme of private property and com- 
petitive effort—all of which have become vital parts of our present social 
organization—and it shows how all of these function in enabling us to work 
and to live together. Concerning these economic processes certain general 


izations or laws have been worked out and they are available as standards 
or guides for individuals and for groups. 

Living together well in a democracy will be furthered if its people take 
an intelligent part in the guidance of the process. It is in this connection 
that it becomes peculiarly important that there should be a widespread 
knowledge of economic generalizations. Since a large part of our activi- 
ties are economic activities, problems of competition, combinations of capital 
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Sociology also studies the problems of population, the effects on all types 
of social activity which result from small or large numbers, sparse or dense 
distribution, and from differences in the quality of the individuals who 
compose the population, both their inborn traits as determined by racial and 
family heredity, and the acquired traits which result from prevalent vices, 
diseases, occupation, and mode of life. This branch of sociology includes 
certain aspects of the problems of immigration, eugenics, and public health. 

It studies the causes, prevention, and treatment of poverty and crime. 

It makes a comparative study of different societies, including the most 
primitive, which reveals the social origins and the method of progress. This 
comparative study shows that nothing is too repugnant to us to have been 
customary somewhere and that we must be slow to think that anything is 
too ideal to be possible sometime, for customs and institutions are as 
variable as the states of mind and feeling which issue from social causation. 

The study of sociology tends to dissolve the prejudices and bigotries 
which are the chief obstacles to social coéperation by showing that such 
prejudices are mostly formed at an age when rational judgment on funda- 
mental problems is impossible, and that in the overwhelming majority of 
instances those who differ from each other most radically would hold similar 
opinions and sentiments if they had been molded by similar influences. 

Sociology throws a clear light upon the aims of education for it shows 
that distinctively human nature is second nature socially acquired and that 
if from birth one could be excluded from all social contacts he would remain 
a naked savage and a dumb brute. It illuminates the methods of education 
by its study of the effects of social contacts, and it supplies material for 
moral instruction in the schools by its study of the relations between society 
and the individual and of the interdependence of groups. Such study pre 
sents in its full light the fact that all social life is team-work. It tends to 
evoke the spirit of coéperation. It reveals grounds for ethical requirements 
and sources of ethical incentive. 


The Distinctive Contribution of Geography 


As its distinctive contribution to a school curriculum organized around 
social objectives, geography gives an understanding of earth conditions and 
natural resources as the material bases of social development by showing 
the relationships which exist between natural environment and the distribu 
tion, characteristics, and activities of man. 

This understanding of the relationships between man and his natural 
environment is acquired largely through comparative studies of specific 
groups of people living in specific regions. Such studies show how varia 
tions in human activities reflect the adjustments which different peoples 
make to their respective environments. A knowledge of the geographic 
principles, or generalizations derived from these studies contributes, among 
other things, to an appreciation of the wisdom of utilizing earth resources 
efficiently, and in many cases points the way toward a more harmonious 
adjustment of man to his environment. 

The realization that many of the differences in peoples result in part 
from differences in natural environment helps to promote a sympathetic 
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understanding « it affords a key to the explanation of atti- 
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